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THURSDAY, JUNE 10, 1954 


Unirep States SENATE, 
CoMMITTEE ON Post OFFICE AND CIvIL SERVICE, 
Wash ington, D, C. 

The committee met, pursuant to call, in room 135, Senate Office 
suilding, Senator Frank Carlson (chairman) presiding. 

Present: Senators Carlson, Jenner, and .Lennon. 

The Chairman: The committee will please come to order. 

We have met this morning to start hearings on 8S. 3507, a bill to 
authorize the Civil Service Commission to make available group life 
insurance for civilian officers and employees in the Federal service 
and for other purposes. 

(The bill, S. 3507, follows:) 


{S. 3507, 83d Cong., 2d sess.] 


A BILL To authorize the Civil Service Commission to make available group life insurance for civilian 
officers and employees in the Federal service, and for cther purposes 


Ise it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘“‘ Federal Em- 
ployees’ Group Life Insurance Act of 1954.” 

Sec. 2. (@) Except as provided in (b) of this section, each appointive or elective 
officer or employee (hereinafter called employee) in or under the executive, 
judicial, or legislative branch of the United States Government, including a 
Government owned or controlled corporation, and of the municipal government 
of the District of Columbia shall, at such time and under such conditions of eligi- 
bility as the Civil Service Commission (hereinafter called the Commission) may 
by regulation prescribe, come within the purview of this Act: Provided, That 
regulations excluding employees on the basis of the nature and type of employ- 
ment or conditions pertaining thereto shall be issued only after consultation with 
the head of the department, establishment, agency, or other employing authority 
concerned. 

(b) This Act shall not apply to noncitizen employees whose permanent duty 
station is located outside a State of the United States or the District of Columbia, 
nor shall it apply to commissioned officers and enlisted personnel on active duty 
in or with the Army, Navy, Air Foree, Marine Corps, or Coast Guard of the 
United States, who have indemnity coverage under the Servicemen’s Indemnity 
Act of 1951 (65 Stat. 33). 

Sec. 3. (a) Each employee to whom this Act applies shall be eligible to be 
insured for an amount of group life insurance approximating his annual compen- 
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sation not exceeding $20,000 plus an equal amount of group accidental death 
insurance, in accordance with the following schedule: 


If annual compensation is T} 
, r 1€ 
“he amount of 
group life insur- 


» amount of 
group accidental 
death insurance 


» nna 1} " 

Greater than But = greater ance shall be shall be 
0 $1. 000 $1, 000 $1, 000 

$1, 000 2,000 2, 000 2, 000 
2. 000 3, 000 3, 000 3, 000 
3, 000 4, 000 4, 000 4, 000 
4, 000 5, 000 5, 000 5, 000 
5, 000 6, 000 6, 000 6, 000 
6, 000 7,000 7,000 7,000 
7, 000 8, 000 8, 000 8, 000 
&, 000 9, 000 9, 000 9, 000 
9, 000 10, 000 10, 000 10, 000 
10, 000 11, 000 11, 000 11, 000 
11, 000 12, 000 12, 000 12, 000 
12, 000 13, 000 13, 000 13, 000 
13, 000 14, 000 14, 000 14, 000 
14, 000 15, 000 15, 000 15, 000 
15, 000 16, 000 16, 000 16, 000 
16, 000 17, 000 17, 000 17, 000 
17, 000 18, 000 18, 000 18, 000 
18, 000 19, 000 19, 00f 19, 000 
19, 000 20, 000 20, 000 


b) Each such employee shall also be eligible to be insured for an amount of 
dismemberment insurance in accordance with schedules to be prescribed by the 
Commission. 

(c) The Commission shall by regulation provide for the conversion of other 
than annual rates of compensation to an annual basis, and shall further specify 
the types of compensation to be included in annual compensation. 
® (d) Each of such amour its of insurance shall, without reduction in cost to the 
employee, be reduced by 2 per centum thereof at the end of each full calendar 
month following the later of (1) the date the employee attains age sixty-five or 
(2) one year after the date he shall first become insured under this Act, subject 
to minimum amounts prescribed by the Commission, but not less than 25 per 
centum of the insurance in force on such later date. 

Sec. 4. Any amount of group life insurance and group accidental death insur- 
ance in force on any employee at the date of his death shall be paid, upon the estab- 
lishment of a valid claim therefor, to the person or persons surviving at the date 
of his death, in the following order of precedence: 

First, to the beneficiary or beneficiaries as the employee may have designated 
by a writing received in the employing office prior to death; 

Second, if there be no such beneficiary, to the widow or widower of such em- 
ployee; 

Third, none of the above, to the child or children of such employee and 
desce ed of deceased children by representation; 

Fourth, if none of the above, to the parents of such employee or the survivor 
of them; 

Fifth, if none of the above, to the duly appointed executor or administrator of 
the estate of such employee; 

Sixth, if none of the above, to other next of kin of such employee entitled under 
the laws of domicile of such employee at the time of nis death. 

If any person otherwise entitled to payment under this section does not make 
claim therefor within one year after the death of the employee, or if payment to 
such person within that period is prohibited by Federal statute or regulation, pay- 
ment may be made in the order of precedence as if such person had predeceased 
the employee, and any such payment shall be a bar to recovery by any other 
person. 

Sec. 5. (a) During any period in which an employee is insured under a policy 
of insurance purchased by the Commission as authorized in section 7 of this Act, 
there shall be withheld from each salary payment of such employee, as his share 
of the cost of his group life and accidental death and dismemberment insurance, 
an amount determined by the Commission, but not to exceed the rate of 25 cents 
biweekly for each $1,000 of his group life insurance: Provided, That an employee 
who is paid on other than a biweekly basis shall have an amount so withheld, de- 
termined at a proportionate rate, which rate shall be adjusted to the nearest cent. 
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Any policy of insurance purchased by the Commission as authorized in section 
7 of this Act shall provide that all employees eligible under the terms of this Act 
will be automatically insured thereunder commencing on the date they first. become 
so eligible: Provided, That any employee desiring not to be so insured shall, on an 
appropriate form to be prescribed by the Commission, give written notice to his 
employing office that he desires not to be insured. If such notice is received 
before the employee shall have become insured under such policy, he shall not be 
so insured: if it is received after he shall have become insured, his insurance under 
the policy will cease effective with the end of the pay period during which the 
notice is received by the employing office. 

(b) For each period in which an employee is insured under a policy of insurance 
purchased by the Commission as authorized in section 7 of this Act, there shall 
be contributed from the respective appropriation or fund which is used for payment 
of his salary, wage, or other compensation (or, in the case of an elected official, 
from such appropriation or fund as may be available for payment of other salaries 
of the same office or establishment) a sum computed at a rate determined by the 
Commission, but not to exceed one-half the amount withheld from the employee 
under this section. 

(c) The sums withheld from employees under subsection (a) and the sums con- 
tributed from appropriations and funds under subsection (b) shall be deposited 
in the Treasury of the United States to the credit of a fund which is hereby created. 
Said fund is hereby made availaLle without fiscal year limitation for premium 
payments under any insurance policy or policies purchased as authorized in section 
7 of this Act, and for any expenses incurred by the Commission in the administra- 
tion of this Act within such limitations as may be specified annually in appropria- 
tion acts: Provided, That appropriations available to the Commission for salaries 
and expenses for the fiscal year 1955 shall be available on a reimbursable basis 
for necessary administrative expenses of carrying out the purposes of this Act until 
said fund shall be sufficient fo provide therefor. The income derived from any 
dividends or premium rate adjustments received from insurers shall constitute a 
part of said fund. 

Src. 6. Each policy purchased under this Act shall contain a provision, in terms 
approved by the Commission, to the effect that any insurance thereunder on any 
employee shall cease upon his separation from the service or twelve months after 
discontinuance of his salary payments, whichever first occurs, subject to a provis- 
ion which shall be contained in the policy for temporary extension of coverage and 
for conversion to an individual policy of life insurance under conditions approved 
by the Commission, except that if upon such date as the insurance would otherwise 
cease the employee (a) has had 15 years of creditable civilian service, as determined 
by the Commission, and (b) retires on an immediate annuity, his life insurance 
only may, under conditions determined by the Commission, be continued without 
cost to him in the amount in force on his life on the date of cessation of his salary 
payments until he attains age sixty-five after which time such amount shall be 
reduced by 2 per centum thereof at the end of each full calendar month, subject 
to minimum amounts prescribed by the Commission, but not less than 25 per 
centum of the insurance in force on such later date. 

Sec. 7. (a) The Commission is authorized, without regard to section 3709 
of the Revised Statutes as amended, to purchase from one or more life insurance 
companies, as determined by it, and such company or companies are authorized 
to issue without regard to restrictions in any other law, a policy or policies of group 
life and accidental death and dismemberment insurance to provide the benefits 
specified in this Act: Provided, That any such company must meet the following 
requirements: (1) Be licensed under the laws of forty-eight of the States of the 
United States and the District of Columbia to transact life and accidental death 
and dismemberment insurance, and (2) the amount of its employee group life 
insurance on the most recent December 31 for which information is available to 
the Commission shall on that date equal at least 1 per centum of the total amount 
of employee group life insurance in the United States in all life insurance companies. 

(b) The life insurance company or companies issuing such policy or peomee shall 
establish an administrative office under a name to be approved by the Commission. 

(c) The Commission shall arrange with the life insurance company or companies 
issuing any policy or policies purchased under this Act to reinsure, under conditions 
approved by it, portions of the total amount of insurance under the policy or 
policies, determined as provided in subsection (d) of this section, with such other 
life insurance companies as may elect to participate in such reinsurance and which 
meet the following requirements: (1) Any such company shall be licensed under 
the laws of a State of the United States or the District of Columbia to transact 
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life and accidental death and dismemberment insurance, and (2) on the December 
31 next preceding its election to Pp articipate in such reinsurance, it shall have had 
employee group life insurance in force on employees of at ‘least twenty-five 
different employers 

1) The Commission shall determine a formula so that the amount of insurance 
in force to be retained by each issuing company after ceding reinsurance and the 
total amount of reinsurance ceded to each reinsuring company shall be in propor- 
tion to the total amount of each such company’s group life insurance in force in 


the United States on December 31, 1953: Provided, That in determining such 


proportions, that portion of any company’s group life insurance in force on 
December 31, 1953, which is in excess of $100,000,000 shall be reduced by 25 per 
centum of the first $100,000,000 of such excess, 50 per centum of the second 
$100,000,000 of such excess, 75 per centum of the third $100,000,000 of such 
excess, and 95 percentum of any excess thereafter: Provided further, That the 
amount retained by or ceded to any company shall not exceed 25 per centum of 


the amount of that company’s total life insurance in force in the United States on 
December 31, 1953: Provided further, That if, at the end of one year following 
the date of enactment of this Act, in the case of any issuing company or reinsurer 
which insured employees of the Federal Government on December 31, 1953, 
under policies issued to an association of Federal employees, the amount which 
results from the application of this formula is less than the decrease, if any, in 
the amount of such company’s insurance under such policies, the amount allocated 


to such company shall, upon the first reallocation as provided in subsection (e) 
of this section, be increased to the amount of such decrease: And provided further, 


That in determining eligibility under subsection (c) of this section, the group life 
insurance under policies issued to associations of Federal employees shall be 
considered employee group life insurance. 

(e) The companies eligible to participate as reinsurers, and the amount of 
insurance under the policy or policies to be allocated to each issuing company o1 
reinsurer may be redetermined by the Commission for and in advance of any 
policy year after the first, on a basis consistent with subsections (c) and (d) of 
this section, with any modifications thereof it deems appropriate to carry out the 
intent of such subsections, and based on each participating company’s group 
life insurance in force, excluding that under any policy or policies purchased under 
this Act except in the case of companies covered in the third proviso of subsection 
d), in the United States on the most recent December 31 for which information 
is available to it, and shall be so redetermined in a similar manner not less often 
than every three years or at any time that any participating company withdraws 
from participation. 

(f) Any issuing company or reinsurer may elect to withdraw from such partici- 
pation at the end of any policy year, upon six months’ notice to the Commission. 
The Commission may at any time discontinue any policy or policies it has 
purchased from any insurance company. 

Sec. 8. (a) Each policy or policies purche used under this Act shall include, for 
the first policy year, basic tables of premium rates as follows: 

(1) For group life insurance, a schedule of basic premium rates by age which 
the Commission shall have determined on a basis consistent with the lowest 
schedule of basic premium rates generally charged for new group life insurance 
policies issued to large employers, this schedule of basic premium rates by age to 
be applied, except as otherwise provided in this section, to the distribution by age of 
the amounts of group life insurance under the policy at its date of issue to determine 
an average basic premium rate per $1,000 of life insurance, and 

(2) For group accidental death and dismemberment insurance, a basic premium 
rate which the Commission shall have determined on a basis consistent with the 
lowest rate generally charged for new group accidental death and dismemberment 
insurance policies issued to large employers. 

Each policy so purchased shall also include provisions whereby the basic rates 
of premium determined for the first policy year shall be continued for subsequent 
policy years, except that they may be readjusted for any subsequent year, based 
on the experience under the policy, such readjustment to be made by the in- 
surance company or companies issuing the policy on a basis determined by the 
Commission in advance of such year to be consistent with the general practice of 
life insurance companies under policies of group life and group accidental death 
and dismemberment insurance issued to large employers. 

(b) Each policy so purchased shall include a provision that, in the event the 
Commission determines that ascertaining the actual age distribution of the amounts 
of group life insurance in force at the date of issue of the policy or at the end of 
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the first or any subsequent year of insurance thereunder would not be possible 
except at a disproportionately high expense, it may approve the determination of a 
tentative average group life premium rate, for the first or any subsequent policy 
year, in lie u of using the actual age distribution. Such tentative average premium 
rate shall be redetermined by the Commission during any policy year upon request 
by the insurance company or companies issuing the policy, if experience indicates 
that the assumptions made in determining the tentative average premium rate for 
that policy year were incorrect. 

(c) Each policy so purchased shall contain a provision stipulating the maxi- 
mum expense and risk charges for the first policy vear, which charges shall have 
been determined by the Commission on a basis consistent with the general 
level of such charges made by life insurance companies under policies of group 
life and accidental death and dismemberment insurance issued to large employers. 
Such maximum charges shall be continued from year to year, except that the 
Commission may redetermine such maximum charges for any year either by 
agreement with the insurance company or companies issuing the policy or upon 
written notice given by it to such companies at least one year in advance of the 
beginning of the vear for which such redetermined maximum charges will be 
effective 

(d) Each such policy shall provide for an accounting to the Commission not 
later than ninety davs after the end of each policy year, which shall set forth, 
in a form aoproved by the Commission, (1) the amounts of premiums actually 
accrued under the policy from its date of issue to the end of such policy vear, 
(2) the total of all mortality and other claim charges incurred for that period, 
and (3) the amounts of the insurers’ expense and risk charges for that period. 
Any excess of the total of item (1) over the sum of items (2) and (3) shall be held 
by the insurance company or companies issuing the policy as a special con- 
tingency reserve to be used by such insurance company or companies for charges 
under such policy only, such reserve to bear interest at a rate to be determined 
in advance of eac h policy vear by the insurance company or companies issuing 
the policy, which rate shall be approved by the Commission as being consistent 
with the fates generally used by such company or companies for similar funds 
held under other group life insurance policies: Provided, That, if and when the 
Commission determines that such snecial contingenev reserve has attained an 
amount estimated by it to make satisfactory provision for adverse fluctuations 
in future charges under the policy, any further such excess shall be deposited 
in the Treasury of the United States to the credit of the fund. If and when such 
policy is discontinued, and if after all charges have been made, there is any 
positive balance remaining in such special contingency reserve, such balance 
shall be deposited in the Treasury of the United States to the credit of the fund, 
subject to the right of the insurance company or companies issuing the policy 
to make such deposit in equal monthly installments over a period of not more 
than two vears. 

Sec. 9. The Commission shall arrange to have each employee insured under 
such policy receive a statement setting forth the benefits to which the employee 
is entitled thereunder, to whom such benefits shall be payable, to whom claims 
should be submitted, and summarizing the provisions of the policy principally 
affecting the employee. Such statement shall be in lieu of the certificate which 
the insurance company or companies would otherwise be required to issue. 

Sec. 10. (a) The Commission is authorized to arrange with any nonprofit 
association of Federal employees for the assumption by the fund of any existing 
life insurance agreements of such association with its members retired or otherwise 
separated from the Federal service. 

(b) Any such arrangement shall provide that payments by such insured mem- 
bers for life insurance only shall thereafter be made at the same rates to the fund 
under such conditions as the Commission may prescribe. 

(c) Any such arrangement shall further provide that there be transferred 
to and deposited in the fund the lesser of the following amounts: 

(1) The total assets of the life insurance fund of such association; or 

(2) The amount required to meet the liabilities under life insurance agree- 
ments assumed, taking into account the payments as provided in paragraph 
(b). The determination of this amount shall be based on an actuarial 
valuation satisfactory to the Commission, procured by the association without 
expense to the Commission. 

(d) The arrangements authorized by this section shall be made only with 
those associations which terminate life insurance agreements with all of their 
members within one year after the date of enactment of this Act, and such arrange- 
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ments shall not apply to any member granted life insurance by any such associa- 
tion after the date of enactment of this Act. 

Sec 11. Except as otherwise provided herein, the Commission is hereby author- 
ized to promulgate such regulations as may be necessary and proper to give effect 
to the intent, purposes, and provisions of this Act. 

Sec. 12. There is hereby established an Advisory Council on Group Insurance 
consisting of the Secretary of the Treasury as Chairman, the Secretary of Labor, 
and the Director of the Bureau of the Budget, who shall serve without additional 
compensation. ‘The Council shall meet once a year, or oftener at the call of the 
Commission, and shall review the operations of this Act and advise the Commis- 
sion on matters of policy relating to its activities thereunder. 

Sec. 13. The Commission shall report annually to Congress upon the operation 
of this Act. 

Sec. 14. The insurance provided by this Act and the withholdings and contri- 
butions for that purpose shall become effective when directed by the Commission. 


The CuatrMan. I am going to ask that the President’s letter, trans- 
mitting this proposal to the Congress, be made a part of the record at 
this point. 

(The letter referred to follows:) 


ContTrRIBUTORY GrRovP Lire INSURANCE FOR FEDERAL CIVILIAN EMPLOYEES— 
MESSAGE FROM THE PRESIDENT OF THE UNITED STATES 


The Vice President laid before the Senate the following message from the Pres- 
ident of the United States, which was read, and referred to the Committee on Post 
Office and Civil Service and ordered to be printed: 

To the Congress of the United States: 

I propose for the consideration of the Congress a plan of contributory group 
life insurance for Federal civilian employees. 

Three months ago I expressed my conviction that a well-rounded personnel 
program was needed to benefit the Federal career system and its workers and to 
increase the administrative efficiency of the Government. A program was en- 
visaged that would combine the best practices of progressive, private employers 
with the special requirements of public service. 

With this type of personnel program as our objective, thorough studies were 
made to determine how best to provide its necessary elements, and most of these 
have been recommended to the Congress. An additional essential element is 
contributory group life insurance. Such a plan I now recommend to the Congress. 

Excepting those excluded by their own request or for administrative reasons, 
this plan would provide all civilian employees of the legislative, executive and judi- 
cial branches with group life insurance approximately equal in amount to 1 year’s 
salary during active service prior to age 65, and with reduced benefits thereafter. 
The amount would be doubled if the employee should die by accidental means. 
Employees retiring on an immediate annuity, after 15 years of service, would have 
insurance protection without further cost to them. Others terminating their 
employment would be able, without medical examination, to convert their insur- 
ance to individual policies at rates applicable to their attained age. 

By means of this plan Government workers could supplement their own insur- 
ance programs at minimum expense. The cost of the plan would be shared by the 
Government and participating employees, each agency paying from existing 
appropriations about half of its employee’s costs. Thus employees could take 
advantage of the low contribution rate of 25 cents biweekly for each $1,000 of 
life insurance. 

In order to have advantages under this plan that are normally available to 
private employers, it is proposed that the insurance be cooperatively under- 
written through the facilities of a large group of life insurance companies having 
experience in employee group insurance benefits. These companies would estab- 
lish a single administrative office to assure the utmgst economy in the operation of 
the plan. 

The functions normally performed by the employer in a group-insurance plan 
would, under this plan, be performed in the Government by the Civil Service 
Commission. A council on group insurance, consisting of the Secretaries of the 
Treasury and Labor and Director of the Bureau of the Budget, would be estab- 
lished to review the program and advise the Commission on policy matters. 

In summary, two predominat features make this plan especially advantageous 
to the Government and its personnel. First, employees are better enabled by 
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this low-cost life-insurance protection to carry out their responsibilities to their 
families. Second, the plan is another essential element in the development of a 
comprehensive-personnel program that applies to Government service the best 
practices of progressive, private employers. 

A draft bill to effectuate this plan has been prepared by the Civil Service Com- 
mission one is being submitted to the Congress. I earnestly recommend that 
the Congress give this plan early favorable consideration. 


Dwieat D. E1rseNnHoweErR. 
THe Wuitre Houser, May 19, 1954. 
The CuHartrman. Our first witness this morning will be Philip 
Young, Chairman of the Civil Service Commission. 
Mr. Young, we are very happy to have you with us, and we will 
be pleased to have a statement from you. 


STATEMENT OF PHILIP YOUNG, CHAIRMAN, UNITED STATES 
CIVIL SERVICE COMMISSION, ACCOMPANIED BY WARREN B. 
IRONS, DIRECTOR, BUREAU OF DEPARTMENTAL OPERATIONS 


Mr. Youne. Thank you very much, Mr. Chairman. I am de- 
lighted to have this opportunity to be here and appear before the 
committee. 

I have a short prepared statement of a fairly general nature which 
I would like to present, Mr. Chairman. 

The CHarrMAN. You may proceed, sir. 

Mr. Youne. Mr. Chairman, the bill we are discussing today— 
5S. 3507—was proposed to Congress by the administration for the 
purpose of providing low-cost group life insurance to employees of 
the Federal Government in amounts approximating their annual 
salaries. This is one of the important new proposals which resulted 
from studies by a subcommittee of the Cabinet, formed last winter 
to explore how we could best provide the necessary elements of a 
well-rounded personnel program for the Federal service. 

Last February, President Eisenhower included group life insurance 
in a statement of the administration’s legislative program for Federal 
personnel management. Shortly thereafter, I testified before this 
committee on this and other features of the administration’s s program, 
and many of these features have received final approval of the Senate 
as part of the fringe benefits bill. 

However, the proposal before us today required further study before 
it could be submitted to this body in comprehensive form. Details 
had to be worked out in discussion with representatives of the insurance 
industry which will underwrite the insurance. Within the past 
month, all arrangements were satisfactorily worked out and the 
President sent to Congress a special message urging consideration of 
the bill we now have before us as an essential part of the adminis- 
tration’s program. 

I want to emphasize that participation in this very favorable insur- 
ance plan would be voluntary; however, it would be open to officials 
and employees of all three branches of Government, including mem- 
bers of Congress, judges in the judiciary, and all officials and employees 
of the executive branch. United States citizens employed overseas 
would be covered, as well as employees in the United States. 

In addition to the benefits of this insurance plan to those who elect 
to be covered by it, we see real advantages to the Government accruing 
from enactment of this proposal. One of our major objectives in 
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Federal personnel management has been to stimulate increased 
employee productivity by improving employment conditions. We 
believe this objective can be attained in large part by adapting to the 
use of government those administrative practices which have proved 
their value in progressive private business. 

Experience of business leaders has shown that it is absolutely 
essential for management to be alert to the personal wants and needs 


ofemployees. Although large and « ‘omplex organizations are necessary 
to carry on modern government, management's interest in the e mploye e 
as an individual must still be made manifest. Business has found 


that group insurance evidences the desire of management to help 
the employee meet his obligations to his family—obligations which are 
of the closest personal concern to the employee. Government will 
derive the same advantages from this plan that are so widely acknow- 
ledged in the business world. 

A few figures will illustrate my point about the proven value of 
group life insurance in management-employee relations in private 
industry. As of December 31, 1952, there were 37 million persons 
covered by group life insurance policies which aggregated a face 
value of $70 billion. A total of 85,000 American firms and organiza- 
tions are sponsoring this insurance for their employees and _ their 
members. 

In this connection I want to mention that there are certain volun- 
tary associations now functioning which have been formed by rela- 
tively small groups of Federal employees for the purpose of partici- 


pating in group life insurance. Also, some employee unions provide 
group life insurance protection as an incidental feature of member- 
ship. To keep this matter in its proper perspective, however, we 


should have in mind that not more than 250,000 of some 2,300,000 
Federal employees are covered by any form of group life insurance. 
Also, these plans, in general, involve higher cost to the employee than 
the plan the administration is proposing and are more limited in the 
amount of life insurance protection that may be obtained. 

The bill before us translates into sound, workable terms for Govern- 
ment the same basic formula which has proved so popular in private 
enterprise. Employees will contribute from their own salaries ap- 
proximately two-thirds of the cost of this insurance protection, or 
25 cents biweekly for each $1,000 of life insurance. The Government 
will contribute the remainder of the cost, with each agency drawing 
its contribution from its existing appropriation. 

This is a very favorable group life policy, made possible by the very 
large size of the group which we anticipate will be insured. For 
example, an employee who retires after 15 or more years of service 
gets a free ride under this plan. He continues to have the protection 
of this insurance even though he pays no more premiums. Even 
upon reaching the age of 65, when some group life policies stop, an 
employee continues to enjoy the protection of his policy. Though 
the face amount of the policy begins to be reduced at that age, it never 
goes lower than 25 percent of the original amount. In other words, 
he retains a sure equity of not less than 25 percent of his policy. 

Let me illustrate. An employee earning $4,200 a year and choosing 
to participate in this insurance would be insured for $5,000. For that 
he would pay $1.25 on a biweekly basis or $32.50 a year as long as 
he remained in active service. When he retired after 15 or more years 
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of service, he would no longer be required to pay premiums nut mon | 
still retain the full $5,000 protection to age 65, and at age 65, his 
insurance protection would begin to be reduced at the rate of 2 si recent, 
or $100 each month. However, it would not be reduced below 25 
percent of the origmal amount or $1,250. He would have paid-up 
insurance of $1,250 thereafter, to be paid to his beneficiary upon his 
death, 

On the other hand, if a covered employee or official leaves the 
Federal service prior to becoming eligible for retirement, he can 
obtain from the insurance industry a policy at regular premium rates 
without physical examination. This is a particular benefit to the 
officer or employee who could not otherwise obtain insurance at 
regular rates because of his mere condition. 

Detailed provisions of the bill will be discussed with you by 
Mr. Folsom whose experience has given him a very broad knowledge 
of the operation of similar plans in private industry. 

I might also interject, Mr. Chairman, that Mr. Folsom, who is a 
member of this Cabinet subcommittee established by the President 
to develop these personnel programs, was the specific individual 
charged with the development of this particular program that we are 
discussing this morning. 

The advantages and benefits of this plan to all those who choose 
to be covered by it will be apparent in his discussion. Before he 
speaks, I would like to summarize some of its favorable effects in 
terms of benefit to the Government service and sound public policy: 

1. Group life insurance is an essential part of a well-rounded per- 
sonnel program, designed to give the Federal service the employee 
appeal it must have to attract and hold highly qualified workers. 

2. Provision of this benefit will increase the employee’s sense of 
family security and thereby contribute to better morale and in- 
creased productivity. 

3. It will be a deterrent to wasteful turnover, because it provides 
the inducement of continued participation in the plan with con- 
tinued service. 

4. It will supplement the present benefits of the Employee Com- 
pensation Act and the various Government retirement systems. 

5. It will provide a means whereby disabled veterans and other 
physically handicapped persons now working for the Government, or 
entering Government service in the future, can obtain insurance they 
might otherwise not be able to get. 

Attached to your copies of this statement are some amendments to 
the present text of the bill. Most of these are minor perfecting 
changes. One proposed change of major importance would make it 
possible for a person retiring for disability, regardless of his years of 
service, to have the insurance protection free of cost. 

Now, we have these amendments set forth here, Mr. Chairman, 
which you have. Unless there is some technical question in respect 
to them, I don’t believe that I need to go into them. 

The Cuarrman. Mr. Young, | think we will make them a part of 
the record at this point, and when the committee gets ready to con- 
sider the reporting of the bill, we will consider these amendments and 
probably request that you or some representative of the Civil Service 
Commission come up and sit with us. 

(The amendments referred to follow:) 
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AMENDMENTs TO 8, 3507 PRoposEp BY PHILIP YOUNG, CHAIRMAN, UNITED STATES 
Crv1t SERvVicE COMMISSION 


1. Page 7, lines 20 through 22: Strike out the words ‘“‘(a) has had 15 years of 
creditable civilian service, as Getermined by the Commission, and (b) retires on an 
immediate annuity,’ and insert in lieu thereof the following: ‘‘(a) retires on an 
immediate annuity, and (b) unless retired for cisability, has had 15 years of 
crecitable civilian service, as determined by the Commission,’’. 

The purpose of this amendment is to include all disability retirements, who 
particularly need life insurance, in the group of employees whose life insurance 
would be continued after retirement without further cost to them. Under the 
bill, those employees retiring for disability with less than 15 years service would be 
barred from this benefit. 

2. Page 7, line 24, through page 8, line 5: Strike out the words ‘amount in force 
on his life on the date of cessation of his salary payments until he attains age 
sixty-five after which time such amount shall be reduced by 2 per centum thereof 
at the end of each full calendar month, subject to minimum amounts prescribed 
by the Commission, but not less than 25 per centum of the insurance in force on 
such later date.’’, and insert in lieu thereof the following: ‘‘amounts for which he 
would have been insured from time to time had his salary payments continued at 
the same rate as on the date of cessation.” 

Through an oversight some of the language of section 3 (d) (p. 4, line 5—‘“‘on 
such later Cate’’) was repeated in section 6 where it is not pertinent. The proposed 
amendment corrects the language and maintains the intent of having the insurance 
of a retired employee reduce after age 65 in exactly the same way as it reduces for 
an employee in the service. 

3. Page 11, lines 14 through 16: Strike out the sentence ‘‘Any issuing company 
or reinsurer may elect to withdraw from such participation at the end of any 
policy year, upon six months’ notice to the Commission.” 

This provision is unnecessary since the right of an insurance company to with- 
draw would be a part of the policy contract. 

4. Page 15, line 23: Substitute a comma for the period and add the following: 
“and to insure the obligations assumed with any company or companies meeting 
the requirements of section 7 (a).’”’ 

This amendment would clarify the authority of the Commission to place with 
insurance companies the obligations authorized to be assumed by section 10 (a). 
Such authority is contemplated in the bill, since the proposed fund is not author- 
ized to pay claims or otherwise engage in the insurance business. The amendment 
would make this authority specific. 

5. Page 6, lines 24 and 25: Strike out the words “‘section 7’’, and insert in lieu 
thereof the following: ‘‘sections 7 and 10”’’. 

Amendment 4 makes this language change necessary. 

Mr. Youne. Mr. Irons will be available, Mr. Chairman, on the 
technical aspects. 

The CHarrMAN. Does that conclude your statement? 

Mr. Youne. That concludes my statement. 

The CHarrmMan. Mr. Young, we appreciate very much your appear- 
ance here. 

As I understand it, the Civil Service Commission would be the 
authorized agency to handle this program. 

Mr. Youna. That is correct; the Civil Service Commission would 
be authorized to work out the negotiations with the insurance com- 
panies and the regulations or directions which may be issued. 

Senator JENNER. Mr. Chairman, I have a question. 

The CHarrMan, Yes. 

Senator Jenner. Mr. Young, maybe I should ask Mr. Folsom 
this question, because I have another meeting to go to: On the eligi- 
bility list, is there any period of time that they must serve before 
they become eligible, or are you eligible immediately upon Govern- 
ment employment? 
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Mr. Younea. There is still a 3-month waiting period. People on 
the payroll are eligible immediately. Any new employee coming 
into the Government has a 3-month waiting period before he becomes 
eligible. 

Senator JENNER. Suppose he is there 3 months and becomes 
eligible. How long does he have to stay in employment with the 
Government before he can obtain the benefits? I don’t mean up 
to the age of 65. Suppose he had worked 5 years and decided to 
quit. What would happen? 

Mr. Irons. If he worked 5 years and decided to quit, he would 
have the right to purchase a policy from the insurance company at 
regular premium rates. 

Senator JenNeER. Without physical examination? 

Mr. Irons. That is correct. 

Mr. Young. It is important to emphasize that he would get a 
standard-rate policy, because if he were not insurable except at a 
very high rate, this power to convert gives him the policy at a standard 
rate. 

Senator JENNER. It gives him the policy at the same rate, doesn’t it? 

Mr. Youna. Not at the same rate. It would be the standard rate, 
but without a physical, and he wouldn’t have to pay any higher 
premium rate because of his physical condition. 

The CuarrMan. Mr. Young, as I understand your statement, an 
employee that does not care to participate in this program can elim- 
inate himself by so stating or writing to the Commission, can he not? 

Mr. Youna. That is right, Mr. Chairman. This is purely a volun- 
tary program. It is up to the employee to notify the Civil Service 
Commission as to whether or not he wishes the coverage. 

Senator Jenner. The fund collected will be similar to the un- 
employment compensation fund; isn’t it? Is it held in the Govern- 
ment in trust? 

Mr. Youna. The fund would be set up in the Treasury. It would 
be similar to the retirement-fund operation. 

The CHarrMAN. Senator Lennon; do you have any questions? 

Senator Lennon. No. 

The CuarrmMan. Mr. Young, we appreciate your appearance here. 
I know you are supposed to report to the House side at a committee 
there, and in view of the Secretary being with us, if there are no further 
questions, we thank you for your appearance. 

Mr. Youna. I appreciate the opportunity, Mr. Chairman. 

The CuarrMan. The next witness will be Mr. Marion Folsom, 
Under Secretary of the Treasury. 

Mr. Folsom I know has done a lot of work on this, and I don’t say 
this to the discredit of anybody else who worked on it, but I think I 
can honestly state that he has worked more with this problem than 
any of the other members of the group who studied it and planned it, 
and therefore we are not only happy to have him with us, but I hope 
the Senate members will feel free to ask questions. 

Do you have a prepared statement, Mr. Folsom? 
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STATEMENT OF MARION B. FOLSOM, UNDER SECRETARY OF THE 
TREASURY 


\lr. Fotsom. Mr. Chairman and members of the committee, I am 
glad to have this opportunity to discuss this group-life-insurance pro- 
posal with you. 

| have a prepared statement, but I don’t think I will read it. 1 
vould like to submit it, and summarize the features. 

The CHarrRMAN. It will be made a part of the record, sir, and we 
will be glad to have a general synopsis or statement that you may care 
to make. 

The prepared statement of Mr. Folsom follows: 


NT OF Marion B. Foutsom, UNDER SECRETARY OF THE TREASURY 











Chairman, I am glad to have this opportunity to discuss this group-life- 
ce proposal with you Che purpose of this bill to offer to Federal em- 

) s the SAME Op} rtuntt 1 buy Life Surance on a low-cost basis that many 

in private industry have had for a number of vears. 

The principa asons why group life insurance has proved to be so popular 
with employees in industry are: Its low cost, the sharing of the cost by the em- 
ployer, and its availability without physical examination. The insurance offered 
is ter insurance with no reserve accumulation, which is the lowest cost insurance 
available is the average age of a large group shows little fluctuation, the 
premium doesn’t increase from year to year as it would in case of an individual 
ter policy. Another factor, which reduces the cost, is the low administrative 
expense in handling the insurance on a large group basis. 


The overwhelming majority of group-life-insurance plans similar to that pro- 
posed in the bill are on a contributory basis, the cost being shared by the employees 
and the e ployer. 


This plan is purely voluntary. In order to save time and expense, the bill 
provides that the protection would be automatically granted to each employee 
unless he signed a paper indicating he did not wish to participate. In this way 


the employee is guaranteed the protection unless he takes a positive action to 

is agenev that he does not want to have deductions taken from his 
pay to provide this insurance: He can also drop out of the plan on any pay date 
in the future by formal notice. 

Nearly all civilian employees of the three branches of the Government, and of 
the government of the District of Columbia, would be eligible for insurance 
coverage. This includes Members of Congress, judges, and elected as well as 
appointed officials of the executive branch. Noncitizen employees stationed 
overseas would be excluded. The Civil Service Commission could by regulation, 
after consultation with the agency head concerned, exclude employees whose 
coverage would be administratively impracticable. 

The amount of life insurance for which an employee would be eligible would 
equal annual compensation raised to the next higher multiple of $1,000, subject to 
a maximum of $20,000. No choice as to amount would be permitted. Following 
more recent industrial practice, the amount of insurance would be reduced by 2 
percent per month after the employee attained age 65, subject to a minimum of 
not less than 25 percent of the original amount. 

In addition, if the employee should die by accidental means, double the face 
amount of insurance would be payable. Furthermore, the employee would have 
dismemberment insurance in accordance with schedules to be laid down by the 
Commission. Normally this kind of contract provides that the face amount of 
the policy is payable for loss of 2 members (such as 2 legs or 2 arms) and one-half 
the face amount of the policy is payable for loss of one member. 

As his share of the cost of all three types of insurance—life, accidental death, 
and dismemberment—an amount would be withheld from each salary payment 
at a rate not exceeding 25 cents biweekly for each $1,000 of his group life insurance. 
Thus the annual cost would be $6.50 for $1,000 of salary or, for example, $26 a 
year for the $4,000 salaried employee. This represents about the average premium 
now being paid by employees in private industry for similar insurance. The 
employing agency would contribute from its salary appropriations an amount 
not exceeding one-half the amount withheld from the employee. The experience 


indicate to h 


GROUP LIFE INSURANCE FOR FEDERAL EMPLOYEES 13 


in industry would indicate that net costs, over the long run, can be reduced below 
those figures. It is necessary, however, that a reserve be built up during the early 
years for contingencies and to meet the future increase in death benefits, resulting 
from the coverage of more people, after retirement. 

The contributions by employees and employers would be deposited to a special 
fund in the Treasury, which would be available for premium payments to insurance 
companies and for expenses of the Civil Service Commission in administering the 
act. 

If the employee should leave the Federal service because of reduction in force, 
resignation, or other reasons, his group insurance is discontinued. However, he 
does become entitled to a very valuable privilege—he has the right to purchase 
from the company or companies with whom we contract, any policy that the com- 
pany issues (with the exception of term insurance), without medical examination, 
and at the usual rate charged by the company. I want to stress particularly that 
it isn’t necessary that the individual be in good health to obtain this insurance at 
the usual rates charged by the insurance company at the time of separation from 
the Federal service. The insurance company would be prohibited from charging 
an extra premium because the separated employee was a poor insurance risk. 

Another most valuable feature of this bill has to do with people who retire in 
the future. This bill provides that if an employee retires on an immediate 
annuity, regardless of his age at the time of retirement, his insurance is continued 
without the payment of any further premiums on his part whatsoever. The 
full amount of insurance continues in effect until he attains the age of 65, at which 
time it starts to decrease as previously described. 

The President’s message stated that: 

“Tn order to have advantages under this plan that are normally available to 
private employers, it is proposed that the insurance be cooperatively under- 
written through the facilities of a large group of life insurance companies having 
experience in employee-group-life-insurance benefits. These companies would 
establish a single administrative office to assure the utmost economy in the opera- 
tion of the plan.” 

The bill provides that any life-insurance company with group life insurance 
in force on employees of at least 25 different employers can participate in the 
underwriting of the risk. Well over 75 companies meet this test, and nationwide 
company representation in the program would thus be possible. 

It is not practical to make direct separate contracts with each such company. 
Among other reasons, Federal employees are located in all sections of the country, 
while many of the life-insurance companies are not licensed to transact business 
in every State and the District of Columbia. Hence, the approach used in the 
bill is similar to that often used by the Government, whereby a large contract of 
purchase is made with one or more prime contractors who in turn would sub- 
contract to many other concerns. A similar procedure is followed by a number of 
other large employers who obtain insurance of various kinds through a reinsurance 
arrangement among several insurance companies. 

The bill authorizes the Commission to contract directly with one or more life 
insurance companies which are licensed to transact business in all States and the 
District of Columbia and have in force at least 1 percent of total employee group 
life insurance. About eight companies meet this test at present. 

The company or companies selected would be required to reinsure portions of 
the total insurance with other companies electing to participate in the under- 
writing of the risk. The reinsurance would be apportioned according to a formula 
which would give the smaller companies a larger share in relation to their total 
group-life-insurance business than the larger companies. All companies including 
those which manage the plan would participate in accordance with the formula. 

Accordingly, the underwriting of the proposed plan would be spread among 
all the insurance companies with a reasonable minimum of experience in the 
employees group life-insurance field desiring to participate, rather than be con- 
centrated in one, or only a few companies. 

The premium rates to be charged by insurance companies would be deter- 
mined by the Civil Service Commission on a basis consistent with the lowest 
rates charged large employers for group life and group accidental death and dis- 
memberment insurance. Adjustment of rates would be made as experience 
required. The insurance companies would be required to report annually to the 
Civil Service Commission, accounting for all income and expenses under the 
policies. Any excess of premium income over mortality and other claim charges 
and expenses would be held as an interest-bearing contingency reserve, for use 


48755—54 











14 GROUP LIFE INSURANCE FOR FEDERAL EMPLOYEES 


only to meet future charges under the policy or for eventual return to the 
Treasury. 

It is contemplated that expenses of the plan, including the cost of the admin- 
instrative office of the insurance companies and the administrative expense and 
risk charges of the individual companies, will be less than 2 percent of the pre- 
miums. There will be no underwriting commissions included in the expenses. 
It is interesting to note that the National Association of Life Underwriters Na- 
tional Council unanimously endorsed this proposal of group life insurance for 
Federal employees despite the fact that no underwriting commissions would be 
paid. 

Another item in the cost which should be particularly drawn to your attention 
is the taxes imposed by the States on insurance companies. On the average, the 
rate is 2 percent of premium income. Since under this bill it is estimated the 
insurance companies will receive premium income of $70 million, the companies 
would be taxed by the States about $1.4 million. This amount would be paid 
to the States by the companies in accordance with the geographical distribution 
of the insured Federal employees. Thus each State would gain tax income in 
equitable proportion. 

One special problem would have to be resolved if this plan is adopted. Since 
the Federal Government has never provided group life insurance for its employees, 
there has grown up over the years a number of nonprofit employee beneficial 
associations. We have record of 17 such associations covering 135,000 employees. 
They exist simply for the purpose of providing Federal employees with small 
amounts of group life insurance. They have no official connection with the 
Federal Government, although their officers are usually Federal employees. The 
premiums charged under these plans are higher than under the proposed group 
life plan. In some cases the current premiums would probably have to be in- 
creased in the future to avoid financial difficulties. This would be particularly 
true if new and younger members are not recruited. 

Because of the advantages of lower premiums of the proposed plan, it may thus 
be difficult for some of these beneficial association plans to continue. The bill 
accordingly provides that in fairness to former employees not eligible to participate 
in the new program, but whose insurance protection might otherwise be lost 
because of it, their present coverage would be continued at present premium 
rates. To take advantage of this arrangement, the association would have to 
terminate all of its life-insurance agreements and turn over assets sufficient, 
if possible, to cover the liabilities involved. 

If this bill passes, there will probably be about 1,750,000 employees take advan- 
tage of the program if the acceptance is as general as in industry. The amount of 
insurance issued will be in the neighborhood of $7 billion, and the annual premium 
collections will be in the neighborhood of $70 million, of which about $22,750,000 
will be the Government’s contribution. These are large amounts, and it would 
seem desirable to establish an Advisory Council on Group Insurance to advise 
with the Commission on the program. The bill provides for such a Council 
consisting of the Secretary of the Treasury as Chairman, the Secretary of Labor, 
and the Director of the Bureau of the Budget. In addition, the Commission 
would report annually to Congress upon the operation of this act. 

The bill provides that the insurance and contribution provisions would be 
effective when directed by the Civil Service Commission, following its purchase 
of the required policies and the completion of administrative arrangements neces- 
sary to put the program into effect. 

This proposal has been discussed fully with the President and Cabinet members 
and has their enthusiastic support. 

Early enactment of the bill is reeommended so that this protection can be 
given families of employees as soon as possible. On the average, about 1,000 
Federal employees die each month. If enactment is delayed until the next session 
of Congress many families will lose the insurance benefits this plan would provide. 


Mr. Fousom. As the chairman has indicated, the purpose of this 
bill is to offer to Federal employees the same opportunity to buy life 
insurance on a low-cost basis as employees in industry have had 
for a number of years. 

The three principal reasons why group life insurance has been so 
popular in industry are: 

First, the low cost. 
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Second, the cost is generally shared by the employer. 

Third, there is no physical examination required. 

This is ordinary term msurance, with no reserve accumulation at 
all. With a large group like this the average age would be about 
the same from year to year. We don’t have the disadvantage as in 
individual term insurance, where the rate goes up everv year. 

Another point, a very low overhead and administrative expense is 
involved. 

The CuHatrMan. You won’t object to questions as you go along, 
will you, Mr. Folsom? 

Mr. Fotsom. No. 

The CHatrMAN. I want to ask a question right now: Does this 
follow the group type of life insurance that is presently used in 
industry? 

Mr. Fousom. It very closely parallels it. We have discussed it 
very thoroughly and have the latest plans used in industry, and 
tried to get the best features of all of them. 

Senator JENNER. How about the proportion of contribution? As 
I understand it, from Mr. Young’s statement, the employee pays 75 
percent and the Government would contribute 25 percent. Is that 
comparable to industry? 

Mr. Fouisom. The premium that is to be charged employees com- 
pares very favorably to the rates charged in industry. It is on the 
low side when we consider the features this plan has. 

As Mr. Young pointed out, it is purely voluntary coverage. We 
offer it to everybody, and if they don’t want to come in, they don’t 
have to come in. 

We make it this way, in order to save expense and time. The 
plan will be announced well in advance to take effect on a certain 
date. Unless we get a signed statement from the employee that he 
does not want to come in, he will be included. 

The CuarrMan. Who would he notify that he would not care to be 
included? 

Mr. Foutsom. There will be a form which will be filled out and 
probably sent to his pay office. And it will be also understood that 
if at any time in the future he wants to get out, all he has to do is 
sign a statement. He might contribute for a while and say, “I don’t 
think I want to take this any more,” and then he can drop out. 

The CHarrMAN. What happens on that point on the contributions 
he has already made? 

Mr. Fousom. This is strictly a term proposition. There is no cash 
value at all. 

Senator JenNgER. I notice on the example given here, the salary is 
$4,200 and you are allowed $5,000 insurance. 

Mr. Fousom. Yes, | year’s salary, up to the next highest thousand. 
So, if a man has a salary of $4,100 it would be $5,000. And a salary 
of $4,900 would have a coverage of $5,000. 

I should also point out that he can’t select an amount below $5,000. 
In other words, he has to take the amount according to his salary, or 
nothing. They can’t say they want $1,000 or $2,000 or $3,000, and 
so forth. 

Senator JENNER. Suppose the salary is $3,600? 

Mr. Fotsom. Then it will be $4,000. 
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As Mr. Young pointed out, it does apply to everybody in the Gov- 
ernment, the executive, legislative, and judicial, except there are a 
few restrictions we would have to put in for practical reasons. But it 
is intended to cover practically everybody in the Government. 

No ~, one feature of the plan which is more liberal than many plans 
in industry is that the coverage will continue after age 65, reduced 
by 2 percent a month after 65, but with a minimum of 25 percent 
to continue right on. 

That coverage, after 65 is pretty expensive, because the death rate 
is high and the premium naturally would be very high. And that 
is a good provision. 

Another feature is that it provides double indemnity in case of 
accidental death; that is double the amount of the policy. 

It also has dismemberment insurance. If the person loses two 
arms or eyes, or if he has two members lost, he will get the full amount 
of the policy, and if one member is lost he will get half the amount 
of the policy. 

Now, the premium, as I pointed out, is 25 cents per thousand 
dollars, every 2 weeks. That means $6.50 a year, and for $4,000 
coverage it would be $26 a year. For the $20,000 salary it would 
be $130 a year. 

That does compare favorably, as I said before, with the rates 
being charged in industry. A few industrial plans have employee 
contribution rate of 60 cents a month, and others 50 cents, depending 
upon the particular features and also upon the average age of the 
group. 

The CHarrMan. Do you have a maximum amount of insurance? 
Is $15,000 the limit? 

Mr. Fousom. $20,000 is the limit. That limit is put in because 
in some States—and I think in the District of Columbia—the law 
provides that no group life-insurance plan would have a maximum of 
more than $20,000. 

Now, as far as the Government’s contribution, it is planned to 
put in half the amount that the employee puts in—12\ cents per 
thousand, as compared with 25 cents that the employee puts in. 
Each agency will appropriate that, from its salary appropriation. 

Now, we feel that in the long run, based upon the experience in 
industry, these costs will probably be lower than the contributions 
that we set up, but it is necessary in the early years of the plan to 
build up a reserve, a contingency reserve for future costs. And also, 
as we go along, we are going to have more and more people to cover 
after 65. We start in first with nobody over 65 covered, and then we 
get more and more people, so we have to build up in the early years 
some reserve to take care of that cost later. 

The CuarrmMan. Mr. Folsom, let’s assume now that in 5 or 10 years 
we have built up a reserve, and it is not necessary to charge even the 
present rates. Who determines when the rates are to be reduced? 
Is it the Congress or Commission, or who? 

Mr. Fotsom. The plan provides that each year the Commission 
will get from insurance companies statements on exactly what benefits 
have been paid out, what expenses have been incurred, claims and 
everything, and then compare the total with the premiums and see 
what is left over. 
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Now, if 5 years from now we find too large a fund is being accumu- 
lated, then the question will be up to the Commission to decide 
whether the reduction should be made in the employees contributions 
or whether it should come out of the Government’s contribution. 

Of course the Commission is going to report to Congress each year 
on the workings of the plan, and if Congress feels they ought to make 
a change in the rates they will do it at that time. But we don’t 
anticipate any change will be required for some little time, because 
we want to get a reasonable amount of experience. 

The CuHarrMan. In other words, this becomes a matter for the 
Civil Service Commission, and it being the same as any other matter, 
the Civil Service Commission and Congress can make a change. 

Mr. Fotsom. Now, if you find you want to put additional benefits 
on, you can. That happens quite often in industry—the employees 
would rather have additional benefits than cut down the contributions. 

Mr. Brawtey. By the same token, if you find the fund is not high 
enough to cover the cost of contribution— 

Mr. Foutsom. This is not likely but if it should occur you will have 
to put it up to the employee as to whether he wants to pay any more 
or not? 

Mr. Brawtey. Is it up to Congress to approve an increase in rate? 

Mr. Foutsom. I think it is left to the Commission. I am not quite 
sure. 

Now, as far as the collections are concerned, they will be deposited 
in a special fund in the Treasury, and expenses for handling the plan 
and premiums to the insurance companies will be paid out of this fund. 

Upon a person leaving, as Mr. Young pointed out, for any cause, 
he has a right to convert into ordinary insurance at the usual rates 
charged by “the insurance company at the time of separation without 
any physical examination. That means he can convert to any kind 
of policy, except term insurance, at the regular rates. But in case he 
retires and starts to draw an annuity, he will be covered, up until he 
is 65 years of age, for the full amount. 

The Cuarman. Mr. Folsom, may I ask if you have thought this 
through as to how large an operation it will be, as far as the Civil 
Service Commission is concerned? What do you do? Do you set 
up a new section? 

Mr. Fotsom. No. Asa matter of fact, it is a very simple operation. 
The insurance companies do not have to bave records of all em- 
ployees or anything like that. Each month the Civil Service Com- 
mission will turn over to the insurance companies this 25 cents they 
have collected every 2 weeks from the employees, plus the Govern- 
ment contribution. They will turn the total collection into this fund, 
and then they will tell the insurance company, ‘We have so many 
people covered at a certain salary for this month, and this is the 
premium,” and make the necessary payments to them. 

Then, in case of a death, the claim is sent into the insurance com- 
pany—it is filled out by Civil Service, giving the beneficiary, the 
amount and so forth, and it goes to the insurance office and they make 
the payment direct. 

So we don’t have any elaborate recordkeeping. Of course the 
payroll deduction will naturally cost some money, and that is the 
chief item of expense, as far as Civil Service is concerned. 
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The CuarrMan. It would cost no more, as far as payroll deductions 
are concerned for this, than for other items. 

Mr. Fousom. That is right. That is the reason this plan, the way 
it is developed over the years, is very inexpensive, because of the low 
overhead. You don’t have to keep elaborate records.. And we 
found our present system fits in very nicely with this program, and 
there would be very little expense involved. 

Now, as far as the underwriting on this is concerned, the bill 
provides that contracts be made with one or more large companies 
who meet certain standards. As far as the overall contract is con- 
cerned we have to deal with a company or companies that can do 
business in every State of the Union and the District. But we provide 
that the plan must be reinsured by a large number of companies, and 
any company that has group life insurance now with 25 or more 
employers, will be eligible. 

We find that there are about 75 companies that want to come into 
this on a reinsurance basis. Therefore, the contract will be made with 
one or more companies that do business throughout the country. And 
they in turn will reinsure with all the other companies, and the com- 
pany or companies with whom the contract is originally made will 
share on exactly the same basis as the other companies. 

The CuarrmMan. May I ask, Mr. Folsom, have you had contacts 
with the insurance companies and know that this program will work 
out, based on their approval? 

Mr. Fousom. As soon as we discussed the plan in the Cabinet, I got 
in touch with the two Associations of Life Insurance Companies, and 
told them about this, and asked them to have representatives discuss 
it with us. So, they picked out 10 men, executives of various com- 
panies, and they came down and we have had a number of discussions. 
We found out we could work out a plan of this sort. 

We have been meeting quite frequently with them, with repre- 
sentatives of the companies. Mr. Irons particularly has been putting 
in a lot of time on it. This plan which we have submitted here meets 
with their approval, and it is a practical plan, and they think they 
could work it out on this basis. We find a large number of these 
companies will be interested in coming in. 

The CuHarrMANn. Now, if Congress. approves this plan, you are 
ready to state that, in your opinion at least, the insurance companies 
will be willing to take over? 

Mr. Foutsom. Yes. We understand that they will go along on a 
contract along the lines which we have in the bill. In fact, we have 
gone over it very carefully with them and we don’t think there would 
be any difficulty in working out such an arrangement. 

As far as the reinsurance is concerned, we have a formula as to how 
is is to be reapportioned. We did that because we wanted to give 
greater weight to the smaller companies. In other words, the smaller 
companies will carry a large proportion of the insurance in relation to 
the amount of group life that they now have. The larger companies 
are not going to get as high a percentage of this insurance as they now 
have of the total group life insurance ‘throughout the country. And 
that formula is acceptable all around to the insurance companies. 

With this scheme we get a very wide national distribution of com- 
panies. There are very few companies in group life insurance who 
will not be in this. Those who will not be are those who have a limited 











GROUP LIFE INSURANCE FOR FEDERAL EMPLOYEES 19 


amount of experience in group life policies. We don’t think there will 
be any criticism on that score. And of course it would not be prac- 
ticable to have a contract with each one of these various companies. 
The administrative difficulties would be very great. 

So here we have a very simple proposition; we will deal with one or 
more companies with whom the contract will be made. We will deal 
directly with them, but they in turn will reinsure the total amount 
with all the companies in industry who wish to come in. 

Now, the premium, as I pointed out before, is determined by the 
Commission, and we can adjust it from year to year, based on experi- 
ence. The insurance company administering the plan will keep a 
close record of all claims, naturally, and the expenses, and it will give 
its report at the end of each year. That money whic h will be paid over 
to the insurance company will be set aside in a separate interest- 
bearing account, and we will be getting interest on the funds not 
needed for paying claims. 

The CuatrMan. I think at this point in the record we ought to get 
something in regard to the premiums. Now, you have made some 
studies, and I am sure you have worked with insurance companies, and 
you have ev ery reason to believe that this rate, which in my opinion is 
a very low rate, will be satisfactory and will cover these costs? 

Mr. Fotsom. Yes. As I said before, this rate of $6.50 a year com- 
pares favorably to the average rate that employees in industry pay. 
Now, the actual experience as to cost will vary with the company, 
the average age of the group and the features of the particular plan. 

I feel, as I said before, that the net cost of this is going to be less 
than the 25 cents, and the 12% cents which the employees and the 
Government are going to put in every 2 weeks. But we won’t 
know for some little time. We feel, to be safe, the rates should be 
set on the higher rather than the lower side. 

The CuarrmMan. That is a point I think is important and should 
be made a part of the record, that in your opinion, they will not be 
asked to pay increased rates for insurance, as it is approved now. 

Mr. Fotsom. I think we would be quite safe in saying that, based 
on the industrial insurance plans. If we find the costs will be higher 
than this, the Government will have to take it up for a while, anyhow. 

The CuarrmMan. And of course the employee could drop it at any 
time he wanted to, if he objects. 

Mr. Fotsom. That is correct. 

Now, we estimated that the expenses of this plan, including the 
expense of the administrative office, the central office which will have 
to handle the plans for the various companies who will be in it, plus 
the administrative expense of the individual insurance companies 
who are handling it, plus the risk charges which they will have to make, 
because they have to set aside a certain amount each year for the risk 
on this—all that together will amount to less than 2 percent of the 
premiums. Now, I think it will be below 2 percent, but we are 
stating here we don’t think it will be over 2 percent and chances are 
it will be less than 2 percent. 

The CuarrMAN. Here again you have made these studies, and you 
have worked with the insurance companies, so you feel 2 percent is 
sufficient. 

Mr. Fotsom. I think it will be less than that and that the 2 percent 
is lower than the expense ratio of any existing large insurance plan in 
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industry. We specify in the bill that the civil service must obtain a 
rate comparable to the lowest rate being charged in industry in any 
group plan. And I think we can probably come out with a plan where 
the actual expense would be somewhat less. 

Now, I want to point out also there are no underwriting commissions 
included by the insurance companies. We are quite pleased and 
interested to know that the Association of Life Underwriters—I 
think they call it the Life Underwriters National Council—passed 
a nenabation endeedinns this group life proposal for the Federal employ- 
ees, in spite of the fact that there was no underwriting commission 
aan 

The Cuarrman. I think that is to the credit of the companies for 
doing that. I think it is very commendable. 

Mr. Fotsom. We are very pleased with that. 

Another item of expense which should be brought to your attention 
is that the insurance companies now have to pay a premium tax to 
the States in which they do business, and to the District of Columbia. 
It varies by State, but on the average it amounts to about 2 percent 
of the premium. Under this plan the total premium is going to be 
about $70 million a year, from employees and the Government. Thus 
the tax the insurance companies are going to have to pay to the 
various States and the District of Columbia will amount to $1.4 
million. That will be distributed to the States in accordance with 
the number of employees covered in each State. 

Now, that is a regular State tax, and we will have to pay our share 
of it, and we see no reason why we shouldn’t pay our share of it. 
It is a legitimate tax that the States impose, but it will be pretty 
widely distributed and a good bit of that will go right here to the 
District of Columbia. We could probably avoid that tax, if we wanted 
to so state in the bill, but we don’t think it is advisable. We don’t 
see why we shouldn’t pay our share of these State insurance taxes, 
just like employees and employers in industry pay. 

The CuarrmMan. Having served as a Governor of a State, I think 
I would be opposed to removing that tax. I think that tax should 
be paid, the same as by other individuals who are insured. 

Mr. Folsom. As far as these beneficial associations that Chairman 
Young mentioned, we have record of 17 of these associations cov- 
ering about 135,000 employees. Now, they have existed just to 
provide some life insurance protection for the employees of different 
agencies. They have no official connections as far as the Govern- 
ment is concerned, although many Federal employees serve as officers 
of the association and collect premiums and so forth. 

The premiums in those plans are generally higher—sometimes quite 
a little higher than in this plan and the chances are that the prem- 
iums will have to be increased in some of those plans in the future to 
avoid financial difficulties, especially if they don’t attract new and 
younger members 

We know if this plan is adopted that it will be difficult for those 
associations to attract new members in the future. They might hold 
the ones they have now, depending upon whether they want to keep 
the additional insurance or not, but it will have an effect on getting 
new members. The bill therefore provides that the Civil Service 
Commission can make an arrangement with those associations to 
take over the liabilities that they now have for people who are no 
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longer in service. Those plans cover people after they have left 
the service, after they have retired, and they have a certain liability. 
Now, we provide in the bill that if those associations want to, the 
Civil Service Commission will take over their liabilities and also 
the premiums that are being collected, but with the understanding 
that they will no longer continue in business. 

The CuHarrmMan. Here again, Mr. Folsom, this will be purely 
voluntary on the part of the organization, will it not? 

Mr. Fousom. Yes; they don’t have to, but if they want to close 
down they can do it. 

We haven’t completed our studies yet and know what the liabilities 
are. Insome cases they are O. K. and in other cases we might have to 
assume a certain liability, and we think it is right that the Govern- 
ment should do that. It will be a small amount anyway. That can 
be worked out with the associations, but we do realize when this plan 
is adopted it will have an effect on those associations because their 
rates cannot compare favorably with these rates. 

The CuatrMan. Did you state there are 135,000 employees covered 
under this outside insurance? 

Mr. Foutsom. Yes. There are 17 of these associations of which we 
have record. There are probably a number of these that exist that 
we don’t know anything about, but the only record we have is 17, 
covering 135,000. 

The CuarrMan. And when this program goes into effect, 1,750,000 
would be eligible. 

Mr. Foutsom. Over 2 million. 

Mr. Brawuey. Is there any possibility of these associations or 
unions becoming eligible to participate in underwriting the plan? 

Mr. Fotsom. They must be well-established insurance companies, 
and, according to the specifications in the bill, they must now have 
group life insurance with 25 employers. 

The Cuarrman. Right on that point, do you require any certain 
specified amount of insurance business before a company could be 
eligible, or do you just consider their past record? 

Mr. Fotsom. We do for the group with which we make a contract. 
They must have at least 1 percent of the total amount of life insur- 
ance affecting the country as a whole. And the only specification we 
make for those who come under reinsurance is that they must now 
write group life insurance (business) with at least 25 plans. 

Now, in view of the size of this policy, if we have the same experi- 
ence as industry—if the same percentage of employees take it that 
take it in industry—we will have about $7 billion worth of insurance, 
Government will contribute $22,750,000 from the salary appropria- 
tions, and we will have a reserve accumulating through the years. 

So we feel it is a matter that should be watched very closely. And 
the bill provides that an advisory council be set up, with the Secretary 
of the Treasury, the Secretary of Labor, and the Director of the 
Budget, to advise the Civil Service Commission on the operations. 

The CuartrMan. These funds you collect, are you going to invest 
them or are the insurance companies going to invest them? 

Mr. Fotsom. Most of them will be turned over to the insurance 
companies, but they will keep it in a separate fund earmarked for 
this plan. The fund will be drawing interest. In other words, the 
fund will not be scattered around among these 75 companies. 
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As far as the effective date is concerned, as soon as the bill is passed, 
the Civil Service Commission will start right away to get a contract 
with the insurance companies along the lines we have indicated, and 
they will set some specific date at which it will take effect. Anyone 
who doesn’t want to come in will have plenty of time to say he doesn’t 
want to come in. And when it becomes effective on a certain date, 
anyone who dies after that time will receive the full payment of the 
claim. 

The CHatrMaNn. Assuming that Congress approved this legislation, 
do you have any suggestion as to a specific date? 

Mr. Fousom. I don’t see why we shouldn’t have it—say, if Con- 
gress approved it by July, I would think we should probably have it 
effective by the first of October. 

The CuarrMan. You think that would be plenty of time in which 
to work out the details? 

Mr. Fousom. Yes; I do, because most of the details have been 
worked out already. 

Now, we have discussed this plan quite fully with the President 
and with the Cabinet members at one or two of the Cabinet meetings, 
and it has their enthusiastic support. We have discussed it with 
quite a few other people and we haven’t found anything but enthu- 
siasm for the plan. 

We would like to see early enactment at this session of Congress if 
we can. We have given thorough study to it, and I don’t think it 
would be necessary to study it much more. Of course, we have to 
work out some details when we get down to writing the contracts 
with the insurance companies. The plan is not compulsory; it is 
purely voluntary. If the people don’t like it or if any group of 
employees or any department doesn’t like it, they don’t have to take it. 
It is purely voluntary. 

It was realized we have over 2 million Federal employees who will 
be eligible for this. The average death rate is about 1,000 each month. 
And if we put this off until next year, it means that several thousand 
families will be deprived of this insurance benefit which they might 
otherwise get. 

So that is the reason we would like very much to have this plan 
approved in this session of Congress. And we don’t see why there 
should be any opposition to it in general. There might be opposition 
to details here and there. Some people might say that the Federal 
Government should pay the whole cost. Well, we are saying here 
that the employees will have the same opportunity they have in 
industry now, and we don’t see why it wouldn’t be satisfactory here. 
And again, if they don’t like it, they don’t have to take it. 

So for all those reasons, we would like very much to see this plan 
receive early approval of the committee and enactment in this session 
of Congress. 

The Cuarrman. I know personally of the President’s direct interest 
in this and other programs in behalf of the Federal employee, and I 
know he feels this is one that would be of real value to them, not only 
presently but for the future. I have discussed it with him, and he is 
greatly interested in trying to work out a situation where the Federal 
Government works on the same basis as the management-labor rela- 
tionships in industry, as far as the individual is concerned. 
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I appreciate very much the information you have given us, and I 
know our committee is going to have some hearings tomorrow and 
hear from representatives of organizations and others who care to 
testify. We will get together after the hearings are concluded and 
discuss the possibilities “of re porting the bill and recommending it 
to the Congress. 

Senator Lennon, do you have any questions? 

Senator Lennon. No, Mr. Chairman, I don’t. 

The CHarrMan. As far as I am concerned, I will say again, Mr. 
Folsom, that we appreciate your appearance here. I know how 
thoroughly you have studied this, and we will probably be calling 
upon you when we are in executive session on some of these little 
details that have to be worked out. 

Mr. Fousom. I might say, Mr. Chairman, that Mr. Irons is fully 
familiar with all the details of this. He has spent a lot of time in 
working out the details with the insurance companies and he has 
information which you might want to have in executive session. 

The CuarrMan. We are pleased to have Mr. Irons here today. 

Senator Lennon. Mr. Chairman, I have one question I believe 
From your experience, Mr. rasp and from discussing this matter 
with the various representatives of the insurance companies, have 
you determined whether or not in private industry these group 
policies cover the executives of private industry? 

Mr. Fousom. As a rule, they cover everyone on the same basis, 
based on the salary 

Senator Lennon. By including those whose salaries are considerably 
larger than the average employee, that does not affect the rate, does 
it? That is what I am trying to get at. 

Mr. Fousom. The salaries of the higher paid executives are a very 
small percentage of the total, and of course they pay the same rate 
per $1,000. They are probably a little higher age and they might get 
a little better break, but it does not increase the cost to speak of. 

Senator Lennon. I was thinking of Cabinet officials and judicial 
people and so forth, with a high income—— 

Mr. Foutsom. Very few of those people have as much insurance as 
they would like to have. 

Senator Lennon. That is right. 

Mr. Fotsom. You won’t find many people at the Cabinet level or 
the justice level or congressional level who would not like to have 
additional insurance, especially at these low rates. Ordinary in- 
surance rates are quite high, and this is a very attractive proposal 
to them. I think you will find a 100-percent participation by the 
high-salaried groups. That is the experience in industry, and it has 
very little effect on the cost. 

Senator Lennon. That is the point I was making. I wanted to 
know whether or not by including these people with higher salaries 
or higher income groups, it would affect the premium rates to all 
others, or the cost to the Government. 

Mr. Fousom. It would affect the cost very little, and only to the 
extent that the age of this group is above the average age, and this 
group is only a small proportion of the total. Any affect would be 
on the Government’s cost and not on the premium of the employee. 

Senator Lennon. So it would not affect the cost to the Government 
or the cost to the employee by including these high salary groups? 
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Mr. Fousom. Very slight. 

Senator Lennon. The point I am making is that even by including 
the high salary group it will not increase the cost of the premium to 
the average employee or to the Government. 

Mr. Fotsom. I wouldn’t say it would have no effect, because you 
find that the average age of the people in the $20,000 group is prob- 
ably a bit higher than those in the lower groups. But it would be a 
very infinitesimal amount. 

Senator Lennon. That is all I have, Mr. Chairman. Thank you. 

The CHarrman. We thank you, Mr. Folsom. 

The committee will meet at 10 o’clock tomorrow morning to hear 
representatives of organizations who have requested to appear, some 
in person and some submitting statements. So we will adjourn at 
this time until 10 o’clock tomorrow morning. 

(Whereupon, at 10:55 the committee recessed, to reconvene at 
10 a. m., Friday, June 11, 1954.) 
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FRIDAY, JUNE 11, 1954 


Unirep Srates SENATE, 
CoMMITTEE ON Post Orrice AND CIVIL SERVICE, 
Washington, D. C. 

The committee met, pursuant to recess, in room 135, Senate Office 
Building, Senator Frank Carlson (chairman) presiding. 

Present: Senators Carlson, Upton, Johnston, and Lennon. 

The CHarrMAN. The committee will please come to order. 

We are going to continue our hearings this morning on 8. 3507, to 
authorize the Civil Service Commission to make available group life 
insurance for civilian officers and employees in the Federal service. 

We have some other members of the committee that will be here a 
little later, but we have a number of witnesses this morning and I 
think we want to start as nearly on time as we can. 

The first witness this morning is James A. Campbell, president of 
the American Federation of Government Employees. 

It is always a pleasure to have Mr. Campbell appear before this 
committee, Mr. Campbell, you may proceed im any way you care 
to, sir. 

Mr. Camppe.y. Thank you. 


STATEMENT OF JAMES A. CAMPBELL, PRESIDENT, AMERICAN 
FEDERATION OF GOVERNMENT EMPLOYEES 


Mr. Campsetyi. Mr, Chairman, my name is James A. Campbell, 
and I am president of the American Federation of Government 
Employees. Our organization has a membership of Government 
employees in practically all of the agencies of Government all over 
the United States, Hawaii, Alaska. Panama, and some foreign 
countries. 

This bill is of particular interest to the American Federation of 
Government Employees, the views of which I am here to express to 
this committee. The federation has advocated group life insurance 
for Government employees for a number of years. Thus, we are in 
hearty concurrence with the purpose of this bill. 

Surveys of working conditions conducted by the Bureau of Labor 
Statistics, Department of Labor, in the last 3 years indicate wide- 
spread adoption by industry of life-insurance plans for the benefit 
of its employees. Life insurance has been provided by the great 
majority of concerns in such industries as petroleum refining, manu- 
facture of radio, television and related products, cotton textiles, 
railroad-car manufacturing, and so forth. 

These studies by BLS show that life insurance is provided without 
cost to the employees by such large companies as Commonwealth 
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Edison of Chicago, International Harvester Co., Lockheed Aircraft 
Corp., the Sinclair Oil Co., and the American Viscose Corp. Many 
other large companies make it possible for their employees to benefit 
from group insurance plans supported in part by the employer. 

Since many companies assume all the cost of life-insurance protec- 
tion for their employees, it is worthy of consideration whether the 
Federal Government should offer this benefit to its employees without 
charge as an additional incentive for the best obtainable and highly 
qualified persons to accept employment with the United States Govern- 
ment and to make it a career. 

It is certainly not my purpose to raise any serious objections to the 
features of this bill. The chairman of this committee, Senator 
Carlson, is to be congratulated for the genuine interest he has dis- 
played in Federal employees. There are a few perfecting alterations, 
however, in the operation of the plan proposed for effectuating its 
provisions which I desire to submit for consideration. 

The conditions of eligibility are not stated even in general terms, 
but are made entirely subject to regulations which the Civil Service 
Commission will prescribe at some future time. ‘This raises a question 
as to the desirability of stating specifically in the legislation the 
general terms of eligibility. That is done, for example, in the Civil 
Service Retirement Act and in the Employees’ Compensation Act, to 
cite two laws which confer rights to monetary benefits. It would 
place the control of the basic conditions in the hands of the Congress 
and further assure uniformity and equity for employees in different 
occupations and status and in different agencies. 

Section 2 (a) has attached to it a proviso that regulations excluding 
employees on the basis of the nature and type of employment shall 
be issued only after consultation with the head of a department, 
establishment, agency, or other employing authority concerned. 
This seems to raise two questions. First, as to the desirability of 
placing such a determination with an administrative official when it 
involves the application of benefits provided by law when the law 
contains no guidelines, so to speak, for conferring the right to such 
benefits. 

The second question that seems pertinent concerns the omission of 
a provision for consultation with employees or employee representa- 
tives. If the Federal Government were contributing the funds for 
the entire cost of the insurance plan, it might be contended that it 
was a unilateral transaction and, therefore, one in which the sole 
contributor should fix the terms. In this instance, employees and 
employer jointly defray the cost and employees as well as employer 
should have the right to participate in determining the conditions 
underlying its operation. 

Section 3 sets forth the schedule of benefits and includes another 
provision, the specific terms of which are left for future determination. 
Reference is to the eligibility of each employee to “an amount of dis- 
memberment insurance in accordance with the schedules to be pre- 
scribed by the Commission.”” There is no information as to the 
amount of such benefits. It would seem to be not only desirable but 
practicable as well to state some general basis for fixing the amount 
of dismemberment payments. 

Attention is also directed to section 5, which provides for with- 
holding from each salary payment an amount not to exceed 25 cents 
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biweekly for each $1,000 of insurance. The employee is required 
to notify his employing office on a form to be prescribed by the 
Civil Service Commission that he is unwilling to accept insurance 
coverage. Apparently the bill would permit the employee to cancel 
coverage after it has become effective. There is, however, no pro- 
vision for a refund of any part of his payments. 

Section 10 authorizes the Civil Service Commission to arrange 
with any nonprofit association of Federal employees for the assump- 
tion by the fund of any existing life-insurance agreements. It appears 
desirable to give serious thought to the implications of this section. 
What would happen if the association were to terminate such 
agreements and arrange for the absorption of its plan by the Federal 
life-insurance fund? If such agreements were assumed by the Federal 
fund, what would be the effect on the insured members? Is it likely 
that some of the insured members would not be acceptable under 
eligibility rules promulgated by the Civil Service Commission? It 
would be to the advantage of the employee organizations and their 
insured members to clarify the wording of the bill to prevent these 
complications from developing. 

The question of employee participation in the establishment or 
operation of the group life insurance plan is brought into sharper 
focus in connection with section 12. This section ‘provides for the 
establishment of an Advisory Council consisting of the Secretary of 
the Treasury as chairman, the Secretary of Labor, and the Director 
of the Bureau of the Budget. There is no mention of participation of 
employees or their representatives in the determination of the type of 
insurance contract as there was none in the section dealing with the 
formulation of eligibility rules. 

This omission of employee participation is not in keeping with good 
industry practice. It is common practice to relate life-insurance plans 
to union agreements in industries in which there is collective bargain- 
ing of management with trade unions. When the Bureau of Labor 
Statistics made its last general study in 1950 of the extent and method 
of operating insurance and other benefit plans, it was found that 7.6 
million workers employed under union contracts were covered by some 
type of benefit plan. Life insurance and hospitalization insurance 
were the most common, and the data indicated that no less than 7 
million union workers were covered by life-insurance plans which were 
maintained in part or in entirety by the employer. 

The extent of employee participation in setting up or operating the 
life-insurance plans varies in the way it is conducted. In the basic 
steel industry, the detailed provisions for the establishment and opera- 
tion of the insurance plan are written into the basic agreement with the 
Steel Workers’ Union. Then there are insurance and pension com- 
mittees provided by the agreement, and they receive reports on the 
operation of the insurance plan and grievances relating to eligibility 
or other features of the plan are handled by it. The insurance plan 
in basic steel is now in reopened negotiation proceedings. The union 
is seeking to liberalize the provisions. 

There is one other phase of this proposal to which it seems desirable 
to direct attention. It is designed to make the Federal employee 
more satisfied with his job as well as attracting worthwhile persons 
to accept Government positions. It is a morale builder, but only 
to the extent that it supplements other conditions of employment. 
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This proposal is not intended certainly as a substitute for adequate 
pay nor as a modification of any other improvements that are needed. 
As a morale builder, it would seem to have greater promise of success 
with some measure of employee recognition in arriving at some of 
the important decisions left for future determination. 

These comments are offered with every thought of constructive 
questions which appear appropriate to be raised at this time. They 
in no way modify the position of the American Federation of Govern- 
ment Employees in supporting the objective of the bill. 

In closing, Mr. Chairman, permit me to express my appreciation 
for the opportunity to comment on a bill which has a very desirable 
purpose and which deserves speedy and favorable action by the 
Congress. 

The CaarrmMan. Mr. Campbell, we appreciate very much your 
statement in support of this program. I think you have raised some 
very pertinent questions that this committee of course will consider 
when we get into executive session. 

[ was interested in your comment about eligibility. I noticed the 
statement yesterday of Marion B. Folsom, Under Secretary of the 
Treasury, was that— 

Nearly all civilian emplovees of the three branches of the Government and of 
the Government of the District of Columbia, would be eligible for insurance 
coverage. 

Noy, do you have in mind that we ought to have some others, 
other than Federal employment? 

Mr. Campseuu. No, I had in mind eligibility from the standpoint 
of the nature of occupation. 

The CHarrMan. Well, that is one of the points I wanted to consider, 
because I think Mr. Folsom had‘in mind the general inclusion of all 
Federal employees, except where they voluntarily asked to be with- 
drawn. 

Mr. Campsett. Yes. We had no thought of eligibility in that 
respect. There are certain types of occupations whic h are hazardous, 
which may be excluded or proposed to be excluded, and we raised the 
question about the determination of what those occupations would 
be, or any particular physical disability or disease. 

The CuarrMan. It is our contention, is it not, that if Congress 
should approve this program, there may be some instances of excep- 
tion, but generally speaking, all Federal employees should be under it. 

Mr. CampBe.i. Yes. 

The CuarrMan. Then | was interested in your comment with re- 
gard to the omission of employee partic ipation in the program. Now, 
that is a point that I think we should give consideration to. There 

again I should ask a very blunt question: How would we do it? 

Mr. Campspeiu. Well, there are a number of methods that could 
be used. The employee organizations could be asked to suggest 
someone who would represent them, or a committee. 

The CHarrMan. That is a good point. 

Mr. CampBe.tit. A committee of all the organizations might be set 
up to consult with this board that is proposed i in the law. 

The CuarrMANn. It is a matter that is going to get some thought, 
I assure you. Under our present social-security program, however, 
the employees do contribute, and am I not correct in stating that in 
that case they do not have employee participation? 















GROUP LIFE INSURANCE FOR FEDERAL EMPLOYEES 29 





Mr. Campsetu. That isn’t a voluntary situation either, Senator. 

The CuarrMan. That is true, but I assume once this program is 
put into effect, it will be quite general in coverage. 

Mr. Campse.u. This is a voluntary program, and the employees 
are paying two-thirds of the cost. 

The CHarrman. That is correct. 

Well, Mr. Campbell, we appreciate very much your raising the 
points, because those are some of the points we are going to consider. 

Mr. Campse.u. You know, Senator, in ordinary practice if an in- 
surance man wants to sell you a contract, you know before you put 
out a nickel all of the terms of the contract, There is nothing left out. 

The CHarrMan. Yes, that is true. It was stated yesterday, how- 
ever, that with this 2 percent overall cost, which they expect to 
operate this under, that that may even be high. And we have to 
give some leeway, in my opinion, to the Commission, or whoever is 
going to operate this, and I sincere ‘ly hope it will be to the advantage 
of the employee. That is why we are establishing this program. 

Mr. CamMpBELL. I| think so too. 

The CHAIRMAN. Senator Johnston or Senator Lennon, do you 
have any questions on this? I think Mr. Campbell had made a very 
fine statement. 

Senator Lennon. He has raised some very interesting questions. 

The Cuarrman. Thank you very much, Mr. Campbell. 

Mr. Campsextyi. Thank you very much, Mr. Chairman. 

The CHarrMaAN. The next witness is Mr. Luther C. Steward, 
president of the National Federation of Federal Employees. 

\Mr. Steward, we are happy to have you before the committee this 
morning. 


STATEMENT OF LUTHER C. STEWARD, PRESIDENT, NATIONAL 
FEDERATION OF FEDERAL EMPLOYEES 


Mr. Srewarp. Mr. Chairman, Senators, S. 3507, the bill which 
you now have under consideration, proposes to establish a form of 
group insurance with a very broad coverage throughout the Federal 
service. There can be no question but what the average United 
States citizen and the average Federal employee is rarely overin- 
sured. The contrary is almost always the case. 

5. 3507 proposes to set up a system, making available to practically 
all civilian employees of the Federal Government cover age at a very 
moderate premium rate. With this principle we are in thorough and 
wholehearted agreement. 

I think it is well that we should consider this proposal in its true 
perspective. It does not purport to cover anything but term insur- 
ance, and term insurance, as beneficial as it may be, is not an outright 
substitute for other forms of life insurance in which there is a cash 
surrender value or other features which enter into endowment and 
other forms of life insurance. 

It is proposed to establish, as a supplemental or fringe benefit the 
opportunity to Federal employees to secure this group insurance at a 
very reasonable cost to them, amounting to $6.50 per thousand per 
annum. The Federal Government proposes to contribute one-half 
of this amount. So that in addition to the requirement of personal 
expenditure on the part of the employees, the Federal Government 
48755—54——_5 
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proposes, we will say, on a $5,000 a year employee to contribute 
$16.25 annually. 

We feel it should be kept clearly in mind that this is a supplemental 
or fringe benefit, that its value should be accurately appraised, and 
that it should never be taken as a substitute for any basic legislation, 
such as the adjustment of compensation. 

We also feel it should be made perfectly apparent that Federal 
employees are merely being put on a parity with employees in the 
more enlightened private businesses and industries, and are not being 
given any preferential treatment. The reason I say that is because 
long experience has indicated that anything that is granted by 
legislation to Federal employees is almost invariably in the public 
mind exaggerated as to its benefit, thereby reacting unfavorably on 
the entire Federal employee group. 

We should therefore oppose any feature that would grant to Federal 
employees any peculiar or special benefit that was not enjoyed by 
employees in similar cases in private business and industry. 

In examining the bill, we find section 3, paragraph (d) at the bottom 
of page, the statement: 

Each of such amounts of insurance shall, without reduction in cost to the em- 
ployee, be reduced by 2 per centum thereof at the end of each full calendar month 
following the later of (1) the date the employee attains age sixty-five or (2) one 
year after the date he shall first become insured under this Act, subject to minimum 
amounts prescribed by the Commission, but not less than 25 per centum of the 
insurance in force on such later date. 

Evidently those who drafted the bill were not familiar with the 
Federal service. Attaching significance to age 65, while justified in 
private business and industry, would not be nearly so applicable in the 
Federal service, where a million or more employees have as a manda- 
tory retirement date age 70. And that, under the terms of the para- 
graph which I have just read, would be highly discriminatory in respect 
to that very large group after they have passed their 65th birthday 
and still remained in Federal employment, as they would be required 
to pay a full premium on the entire coverage, while the amount of the 
coverage would be progressively lessened each month, until it was 
finally reduced to 25 percent of the original coverage. 

In section 2, paragraph (a) there is the proviso appearing on line 7, 
page 2: 

That regulations excluding employees on the basis of the nature and type of 

employment or conditions pertaining thereto shall be issued only after consulta- 
tion with the head of the department, establishment, agency, or other employing 
authority concerned. 
Now, I am fully satisfied that there is nothing sinister intend2d in 
that language, and yet, from its very vagueness it would have a ten- 
dency to arouse fears in the minds of many individual employees that 
it would be possible by administrative action, from which there is no 
appeal, to eliminate an individual employee from the benefits of the 
act. Such is not intended, I am assured, because in group insurance 
an overall coverage is observed without physical examination or with- 
out consideration of the type of work performed, whether hazardous 
or preferred. 

And it is my understanding that that proviso was merely intended 
to describe categories of employees of a special temporary nature, such 
as those engaged for a few weeks in flood work on the rivers, forest-fire 
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fighting or something of that sort. But we feel that that should be 
spelled out definitely to indicate just what is intended to be covered 
by it. If that is so spelled out, we feel that the general overall cover- 
age, as contained in the earlier part of the same paragraph, would be 
adequate. 

As to paragraph (d), section 3, to which I previously referred, we 
feel very definitely that if the age 65 is continued in the language of the 
bill, provision should be made so that following age 65 no further 
premiums should be required of a member of this insurance system. 

There is one aspect of this whole subject matter that appeals very 
definitely to us. Here is a legislative proposal that affects the entire 
mass of civilian Federal employees. It calls for an expenditure on 
their part of their own personal funds. It enters into the field of 
personnel administration, and like all other features of personnel 
administration, if we are to have effective and efficient operation of 
Government, it is necessary that there should be cooperation between 
administrators and employees. 

In this instance, as yesterday’s testimony shows, this proposal was 
designed and worked out by a committee of the Cabinet. At no time 
were employees or representatives of employees called upon for 
suggestions. The authors of the bill are credited with the very highest 
motives. Nevertheless, in private business and industry for manage- 
ment to attempt to impose unilateral fringe benefits on employees 
without consultation and negotiation, has been repeatedly held to be 
an unfair labor practice. We feel sure that those who drafted the bill 
were guided by the best motives possible, but may we suggest that in 
effectuating the thing we all believe in, and securing the best possible 
administration of the Federal Gove roment, there should be a greater 
cooperation, there should be a greater evidence of teamwork, in which 
all should share from the top administrator to the most humble 
employee. 

As to that participation, it seems to me it is simplicity itself, that 
on any matter affecting Federal employees; while the plan is being 
formulated, before it has been definitely worked out, employees and 
representatives of employees should be called into conference, be 
afforded an opportunity to offer suggestions, which suggestions can 
be integrated into the whole plan, and some rejeeted and some ac- 
cepted, as the case may be—but in any event, employees will have 
had a full opportunity to participate in the development of plans 
which so directly affect their own well-being. 

I have discussed the proposed changes in the two paragraphs to 
which I have referred, and which would cure two patent defects in 
the bill, with Mr. Irons, who I understand will be available for the 
work of the committee in its executive session. 

Thank you, Mr. Chairman. 

The Cuarrman. Mr. Steward, we appreciate very much your com- 
ments and your suggestions on this bill. It is for that reason we are 
holding these hearings. And I was going to mention earlier that Mr. 
Irons is going to work with this committee. He is familiar with the 
legislation that is prepared, and these suggestions we are getting today 
are certainly going to get every consideration, not only from the staff 
and the Civil Service Commission but from this committee. And I 
will admit very frankly that we need to look into some of these pro- 
visions and we certainly expect to look into them. 
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We appreciate very much your statement. Are there any questions, 
Senator Lennon or Senator Johnston? 

Senator Lennon. Do you have any suggestions in regard to this 
age 65—you mentioned something about that. 

Mr. Stewarp. My suggestion would be that at the age of 65 the 
requirement for payment of premiums cease. 

Mr. Braw ey. Is that true now of a man who retired at the age of 
65? Does his premium cease? Or, if he retires at the age of 62, say, 
does he continue to pay premiums on his policy, even though he is 
retired? 

Mr. Stewarp. You mean under this proposal? 

Mr. Braw.ey. Under the bill, yes. 

Mr. Stewarp. It is my understanding that following retirement, 
he ceases to pay premiums. 

Mr. Braw ey. Is that right, Mr. Irons? 

The CuarrmMan. Let’s have Mr. Irons answer that. 


FURTHER STATEMENT OF WARREN B. IRONS, DIRECTOR, BUREAU 
OF DEPARTMENTAL OPERATIONS, CIVIL SERVICE COMMISSION 


Mr. Irons. If an individual retires under this bill with 15 years of 
service, from that point forward, regardless of his age, he does not 
continue to pay premiums. 

Senator Jounston. He has the insurance coverage? 

Mr. Irons. He has the insurance coverage. 

Mr. Braw.ey. Well, is this a true statement, that a man who has 
retired at the age of 65 continues his policy in force without the 
requirement that he pay the premiums? 

Mr. Irons. Yes, sir. 

Mr. Brawtey. On the other hand, if a man is still working. at the 
age of 65, with the same period of service, he still continues to pay the 
full premium, even though his insurance coverage diminishes. 

Mr. Irons. That is right. 

I wonder if I might take this opportunity, Mr. Chairman, to make 
a statement. 

The CHainMan. Yes, you may make a statement for the record. 

Mr. Irons. Mr. Steward very courteously discussed these two 
questions with me yesterday, and has given me an opportunity to 
study the issue. 

With regard to the one under consideration right now, as to this 
matter of the premiums ceasing at age 65, if a man remains in active 
service, Mr. Steward quite properly asked if the cost of that arrange- 
ment would be prohibitive. I have asked the actuaries to make com- 
putations as to the best of their ability, and they informed me this 
morning that is not an unreasonable approach; that would not increase 
the cost substantially at all. 

And I would endorse Mr. Steward’s worthwhile suggestion that the 
bill be amended to provide that at the age of 65 if the member is in 
active service, the premiums discontinue from that point. 

Senator Jonnston. Would that proviso say that he should be in 
employment so many years, or something like that? 

Mr. Irons. No. I think it would have to have this kind of a pro- 
viso, that if an individual now in service is age 65 it would seem as 
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though he should have to pay premiums for some limited period of 
time, such as a year. 

Senator Jonnston. That is what I am getting at. You will find 
some that are 63, 64, and 65 that would have their insurance paid up. 

Mr. Irons. Yes, sir. 

Senator Jounston. Now, I want to ask another question about 
this retirement: Some people retire at 62, some retire at 60, with 25 
years of service. Now, what is in the bill to take care of that situation? 

Mr. Irons. Those individuals who retire with at least 15 years of 
service, and without regard to age, would be entitled without further 
premium payments at all to the free insurance. 

Senator Jonnstron. But you still have to have some kind of pro- 
viso there, provided they have paid their insurance for so many years, 
won't you? 

Mr. Irons. No, sir. 

Senator JoHNsTON. You won’t do that? 

Mr. Irons. No, sir, we won’t do that. 

This bill, at the start does favor, of course, the older employee and 
those who are about to retire. The younger employee will pay for a 
lifetime. His premium of 25 cents per pay period covers just the 
protection of that time. 

Senator Jounston. Do I get you correctly, that each would pay 
$6.50 a year—— 

Mr. Irons. Per thousand, ye 

Senator JoHnston. Something was said about the Government 
paying part of the cost. 

Mr. Irons. This provides that the employee pays 25 cents per pay 
period per thousand, and the Government would pay half of that, 
or 12% cents per pay period per thousand. 

The CHatRMAN. Senator, I think those were very good points that 
were cleared up on this bill right at the beginning of these hearings. 
They were points that we would have reached in executive session, and 
I am pleased that Mr. Steward had this discussion with Mr. Irons. 

Mr. Irons. May I bring up a point that Mr. Steward, and also 
Mr. Campbell, brought up this morning, on this eligibility provision, 
as to who might be excluded. 

As Mr. Steward points out, we wouldn’t anticipate the Commission 
would be capricious about it, but to avoid such issue we would suggest 
that on page 2, line 7, you strike out the colon and all that follows to 
the end of the paragr aph on line 11, insert a period and the following: 

Such regulations may provide for the exclusion of employees on the basis of 
the nature and type of employment or conditions pertaining thereto such as, but 
not limited to, short-term appointments, seasonal or intermittent employment, 
part-time employment, and employment of like nature, and shall be issued only 
after consultation with the head of the department, establishment, agency, or 
other employing authority concerned: Provided, That no employee or group of 


employees shall be excluded solely on the basis of the hazardous nature of 
employment. 


The CuartrmMan. There again I think we have benefited from the 
hearing this morning. 


Senator Lennon. Mr. Chairman, may I ask a question? 
The CuarrmMan. Senator Lennon—— 
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Senator Lennon. Just to clear up something in my own mind, 


starting at the bottom of page 3, it says: 


Each of such amounts of insurance shall, without reduction in cost to the em- 
ployee, be reduced by 2 per centum thereof at the end of each full calendar month 
following the later of (1) the date the employee attains age sixty-five or (2) one 
year after the date he shall first become insured. 

Now, would you just clear up in my mind, please, the practical appli- 
cation of that language? 

Mr. Irons. Well, under 994*%oo of the cases, they would be started 
at age 65. This l-year provision is to permit the individual who is 
now in service and who is age 65 or over to have 1 full year of the full 
amount of protection before the 2 percent deduction takes effect. 
Or, if we have an individual enter the Government service, as we 
frequently do, in the future, at age 65, he would have 1 year of full 
protection before the 2 percent feature drops out. 

Senator JoHNSTON. So a person 65 can take out the insurance? 

Mr. Irons. Yes, sir. 

Now, since you have raised the question, Senator, if the committee 
adopts Mr. Steward’s proposal of having the insurance free after 65, 
it would seem as though, in all fairness we should modify this 1-year 
provision. He shouldn’t have the free year insurance on the full 
basis. 

Senator Lennon. You said you had discussed this matter before 
you came to the hearing today, and in substance agreed that after age 
65 there would be no additional premiums paid by the employee, 
though he continued in service, and you said you had made some 
inquiry from the actuaries to determine how the loss of that premium, 
or that particular class or group, which we say now would run, accord- 
ing to your statement, at about a million Government employees—— 

Mr. Stewarp. Who are in the 70-year mandatory retirement; yes, 
sir. 

Senator Lennon. And you said you had determined there would be 
no substantial increase in the premium. I should think there would be 
a substantial increase in the premium if you carried an additional or 
part of your total, say, of around 2,300,000. If you carried a million 
of them after 65 with no premium whatsoever, it necessarily would be a 
substantial increase in the premium on all the groups. 

Mr. Irons. It would be quite correct if there were a million. But I 
believe Mr. Steward was indicating there were probably a million 
employees who are eligible to stay in the Government until they 
reach mandatory retirement age of 70. There are actually just a 
very few thousand employees in the Government service between the 
ages of 65 and 70. 

Senator Lennon. Wouldn’t that have to be determined before you 
could spell out in this bill what it was going to cost the individual 
employee? 

Mr. Irons. I would hope to have precise figures on the actuarial 
estimates as to that. 

Senator Lennon. If this legislation is passed, the employee is 
under the impression he will pay the amount stated in the bill and as 
soon as the statistics are obtained and the Commission determines 
there is going to be a greater premium, the boy just won’t come in 
and take the insurance. 
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Mr. Irons. There are two points on that, Senator: In the first 
place, | would of course provide the committee with the best estimates 
we can get before this matter is taken into consideration. Secondly, 
the bill provides that the e*nployees cannot be charged more than 
25 cents per pay period per thousand. 

Senator Lennon. It does now. 

Mr. Irons. If there is to be any increase in that, it will have to 
be done by congressional action. 

Senator Jounston. This is a big undertaking here. It involves 
millions and will probably run into billions. What insurance com- 
panies have assured you that they will finance this? 

Mr. Irons. We have asked the Life Insurance Association—when 
I say “we” I refer to Mr. Folsom, the Under Secretary of the Treas- 
ury—we asked the Life Insurance Association and the American Life 
Convention, the two largest organizations covering the insurance 
conpanies in the United States, to appoint a committee of life insur- 
ance companies to study this problem and assist us in resolving it. 
This committee has met with us, and they assure us that there is 
no reason why this group policy at these premium rates cannot be 
carried out to fruition. 

Now, they have had experience with similar large groups—of course 
none as large as this—in many, Many cases in private industry. The 
very size of this group operates to reduce costs, because you spread 
the risks. 

Senator Jonnston. That is so, but the Government is really collect- 
ing the money and turning it over to them. 

Mr. Irons. On a very specific formula; yes. 

Senator Jounston. Of course there would be a lot of cost involved 
in the collection alone, if the companies were doing that. 

Mr. Irons. By the Government doing the collection, it makes for 
a very economical operation. 

The CHarRMAN. Senator Johnston, I asked Mr. Folsom that very 
question as to whether they had a conference with the insurance 
companies, and he advises this committee that arrangements have 
been made whereby this program can be carried out on this basis. 

Mr. Brawuey. Did I understand you to say the rates cannot be 
increased in the future without specific authorization by Congress? 

Mr. Irons. That is right. The bill is very clear that the maximum 
that can be charged the Federal employee is 25 cents per thousand per 
pay period. To go above that, there would’ have to be a congressional 
enactment. 

Senator JouHnston. Does it have the same provision that they 
cannot stop it? 

Mr. Irons. Who cannot stop the insurance? 

Senator Jonnston. The insurance companies. 

Mr. Irons. No, sir. 

Senator JoHnston. They can’t? 

Mr. Irons. They can if for any reason they felt this was not 
working out to the satisfaction of both the companies and the Govern- 
ment. 

Senator Jonnston. I wonder how they would handle the situation 
if they wanted them raised and didn’t get them raised and wanted 
to stop the insurance. 
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Mr. Irons. I hope we would be a little bit ahead of them on that, 
because we have means of determining what our income is and what 
our disbursements are. 

The CHarrMAN. And I assume the insurance companies would be 
rather hesitant of canceling out this group policy with employees of 
the Government unless there was a very valid reason for it. 

Senator JoHnston. I am just saying if they were not making a 
profit they might. 

The CuarrMAN. Are there any further questions? 

Mr. Steward, you have been a very helpful witness. Thank you 
kindly. 

Mr. Srewarp. Thank you. 

The CHarrMan. The next witness is William C. Doherty, president 
of the National Association of Letter Carriers, accompanied by 
Jerome J. Keating of the same organization. 

Mr. Keatine. Mr. Doherty was unable to be present this morning, 
Mr. Chairman. 

The CHarrMAN. We appreciate very much your presence, Mr. 
Keating, and I know you will ably represent the Letter Carriers 
Association. 


STATEMENT OF JEROME J. KEATING, VICE PRESIDENT, NATIONAL 
ASSOCIATION OF LETTER CARRIERS, ACCOMPANIED BY JAMES 
P, DEELEY, CHIEF CLERK, SICK BENEFIT AND HOSPITALIZATION 
INSURANCE, AND GEORGE BANG, CHIEF COLLECTOR, MUTUAL 
BENEFIT ASSOCIATION 


Mr. Keatine. I am accompanied this morning by Mr. James P. 
Deeley, who is chief clerk of our Sick Benefit & Hospitalization Insur- 
ance Co., and Mr. George Bang, who is chief collector of our Mutual 
Benefit Life Insurance Co. 

The CHarrmMan. We are very happy to have you present, and I am 
sure you can be helpful to us. 

Mr. Keratina. For the record, I am vice president of the National 
Association of Letter Carriers, an organization representing 103,000 
letter carriers. The Mutual Benefit Association, which Mr. Bang 
represents, is the life insurance feature of our organization. It was 

organized in 1891, and holds in trust for the letter carriers and families 
of the letter carriers in excess of $5 million, representing their life- 
insurance investments. 

We are very much interested in S. 3507. I want to congratulate 
Senator Carlson, the chairman of the committee, for the very deep 
interest he has shown in the postal and Federal employees. He has 
demonstrated that interest in sponsoring the fringe bill S. 2665, and 
in the introduction of S. 3507. We appreciate the action of the 
committee in holding early hearings on S. 3507. I must confess, 
however, that we are becoming somewhat apprehensive as time ticks 
away and our pay bill languishes in the House of Representatives. 
We beg that you give this salary legislation your prompt consideration 
at the earliest possible moment. 

The bill that we have before us today establishes a new principle of 
the Government furnishing insurance on a mutual contribution basis. 
We did not have an opportunity to discuss the many phases of this 
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program with the authors at any time. We did not see the plan until 
the bill was introduced. While it is new in Government, it has been 
the practice of many of the private firms and institutions to purchase 
group insurance for the protection of their employees. In almost 
every instance where this has been done, the insurance furnished is 
paid for completely by the employer. 

We believe that S. 3507 and the attendant problems brought about 
by the introduction of this bill require very careful study and con- 
sideration. The bill proposes to furnish each employee with term 
insurance amounting to $1,000 for each $1,000 of salary received by 
the employee. The insurance shall be paid for partially by the 
employee and partially by the Government. 

According to the terms of S. 3507, the employee shall pay 25 cents 
per thousand per pay period, figuring 26 pay periods a year. The 
annual cost of the insurance to the employee on the installation of the 
the program would be $6.50 per thousand. It is further provided that 
the Government shall pay an amount not to exceed one-half of the 
amount withheld from the employee’s pay under this section. 

There is no guaranty in the bill that the initial rate will be main- 
tained. As a matter of fact, the bill carries procedures for increasing 
rates. I might say I was very much interested in what Mr. Irons said, 
and I have a good deal of confidence in anything that Mr. Irons does 
say, relative to the fact that the rate could not be changed without 
action by Congress. I was under the impression from the provisions 
in the bill that it probably could be changed without action by the 
Congress. 

It has been the usual experience and usual practice under term or 
group insurance that, after the insurance has been in effect for a period 
of time, the company usually seeks an increase in rates based on the 
contention that the average age of the employees has increased or the 
mortality rate has been unfavorable. 

In the Government service, we are passing through a period of 
declining employment. During a period of declining en ployment, 
there is an increasing age level. During hiring periods the average 
age declines. If the Government continues to reduce its personnel, 
there is little doubt that after a period of time the insurance companies 
who are underwriting the insurance program under S. 3507 will be 
seeking an increase in rates. 

The bill also provides that after an employee reaches the age of 
65, the face value of his insurance shall decline at the rate of 2 percent 
per month. This means that shortly after he has passed his 68th 
birthday the face value of his policy will have reached the minimum 
face value, which is 25 percent of the original. Actually, this means 
that the families of the majority of Government empioyees who pay 
premiums on $5,000 worth of term insurance throughout the life of 
the policy will receive only $1,250 worth of insurance. This is par- 
ticularly true of employees in the Government service, because the 
insurance of all present employees will start at their present attained 
age. 

Out of 74,173 people living at the age of 45, according to the 
American Experience Table, 43,133 will still be living at the age of 
68, which means that the families of approximately 58 percent of the 
employees who were 45 years of age will receive insurance in the 
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amount of only $1,250, although the employee will pay on $5,000 for 
the balance of his working life. 

Under the Commissioners Standard Ordinary Mortality Table, 
out of 92,810 people who are 38 years of age, 56,680 will still be alive 
at the age of 68. This means that the families of 61 percent of the 
employees who are age 38 will never receive the full face value of the 
policy but will only receive 25 percent. 

The Commissioners table is more recent than the American Experi- 
ence Table. All tables now used by insurance companies are regarded 
as extremely conservative, so I believe that it is probably safe to 
assume that out of all Government employees who will be insured 
under the provisions of S. 3507, approximately only 30 to 35 percent 
will ever receive the full face value of the insurance. From 65 to 70 
percent will receive only 25 percent of the face value of the insurance. 

Medical science has made increasing strides in prolonging life. 
In 1850, only 4.2 pereent of the population were over the age of 60. In 
1950, the percentage of the population over the age of 60 had increased 
to 12.5 percent. With the increasing probability that more people 
will live longer, the value of an insurance program providing declining 
coverage with age becomes progressively less. 

Term insurance is not good insurance. Too often, however, people 
do not realize its limitations. We fear that thousands of Government 
employees, on being placed under an insurance progran such as set 
forth in S. 3507, will be inclined to feel that they have an adequate 
insurance program. Feeling they are adequately taken care of by 
the term insurance, they will be likely to drop the better type of pro- 
tection that they may now carry. Term insurance provides only 
limited protection. It has many failings and defects. For the vast 
majority of people who would be insured under this program, the 
employee would be paying a very substantial rate for the amount of 
protection he is actually receiving. 

On the face of it, the rate of $6.50 and $3.25 from the Government 
for $1,000 in insurance looks rather reasonable, but when the proposi- 
tion is examined a little more closely, it is not nearly as reasonable as 
it appears. 

We believe that the limitations on insurers set forth in S. 3507 are 
most unfair to companies such as our own mutual benefit association. 
Our mutual benefit association, as I remarked in the beginning, was 
formed to furnish life insurance for letter carriers. We write all types 
of life insurance, with the exception of term insurance. We have in 
the past provided limited term policies, but we found that limited 
term policies were most unsatisfactory. The average purchaser of 
such policies often did not fully realize what he was purchasing and, 
when in later life the value of the policy declined, the beneficiary of the 
individual or the individual himself was very much disturbed to dis- 
cover that he had less protection than he thought he had. 

Our association, however, feels that if the Government is going to 
provide joint coverage for all of its employees, the right to furnish that 
insurance should not be limited to a few large insurance companies who 
specialize in industrial term insurance. We believe that our insurance 
organization, the United States Letter Carriers’ Mutual Benefit 
Association, should be allowed to participate. We have a very limited 
clientele and, if this program goes into effect without permitting our 
organization to participate in ‘furnishing insurance to letter carriers, 
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we believe that the legislation is gross discrimination against our 
organization. 

In the early part of my testimony, I pointed out that the organiza- 
tions representing Government employees were not consulted at any 
time in the formation of this program. I believe this was a great 
mistake, but I believe there is a further serious error in the bill, nas- 
much as no provision is made for participation in the management of 
the program on the part of the employees. There is no provision 
even for consultation with the employees provided in the legislation. 
I think this is a very grave error. I believe it is highly dangerous to 
delegate the complete authority to the Civil Service Commission with- 
out providing for participation by the employees. 

I believe, too, that Congress should retain greater supervisory au- 
thority over the administration of the program than is provided for 
in the bill. Certainly it is a very grave error to deny a voice to the 
people who are most vitally concerned in the operation of the program. 

We are withholding our approval of the plan. We are not endorsing 
the program at this time. We would give serious consideration to 
such endorsement if a number of amendments could be made to the 
bill. These amendments should be: 

A guaranteed level premium to the employee. 

2. Full coverage over a long period, preferably full coverage for 
life. 

3. Liberalization of the plan so as to permit smaller companies, such 
as the United States Letter Carriers’ Mutual Benefit Association, to 
participate. 

4. Provision for greater supervision of the program on the part of 
Congress. 

5. Provision for participation of representatives of the employee 
organizations on a management level. 

In closing, I might reiterate one point emphatically—the cruelty of 
term insurance. During the past few years, one of our greatest social 
problems has been the problem of our aging population. People who 
have passed the age of 65 are shut out of economic activity—they are 
compelled to exist on some form of fixed income. The aging are the 
chief sufferers from rising prices. As a general thing, people in ad- 
vanced years die after a prolonged illness. Generally they are not 
eligible for hospitalization insurance. The surviving wife or husband 
is usually left with unpaid large hospital, medical, and funeral bills. 

The dependent of one protected by term insurance, holding in one 
hand an insurance policy declining at the rate of 2 percent per month, 
and in the other a rapidly increasing hospital bill, surely faces dismal 
prospects. 

We appreciate very much the opportunity we have had to testify on 
this bill and earnestly request that you give careful consideration to 
the five proposals we have offered. We will be most willing to do 
everything that we can to give this committee our full and complete 
cooperation. 

Thank you. 

The CuHarrMAN. Mr. Keating, we appreciate your statement and 
the suggestions you have made. I will assure you they are going to 
get consideration by this committee before action is taken on this 
proposed legislation. 
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I think you will agree with the chairman that most Government 
employees do not have an overabundance of insurance, and it is my 
sincere hope that this proposal, if adopted by Congress, will be 
additional insurance, and not in place of other insurance. 

Mr. Keatinc. Most employees have far too little, but unfortunately 
there are too many people that think $3,000 or $5,000 is an adequate 
amount of insurance, and that is one of the fears we have with the 
term insurance. A lot of folks might feel that $5,000 was an adequate 
insurance program. 

The Cuarmman. I can remember the day when I thought $5,000 
was a very large insurance policy. 

Any questions, Senator Lennon? 

Senator Lennon. No. 

Mr. Kearmyc. Mr. Chairman, I have been asked by Mr. George 
D. Riley, member of the national legislative committee of the Ameri- 
can Federation of Labor, to request the right to submit his statement. 

The CuarrmMan. His statement will be made a part of the record. 

(The statement of Mr. Riley follows:) 


STATEMENT OF GEorGE D. Ritey, MemBeEr, NaTIOoNAL LEGISLATIVE COMMITTEE, 
AMERICAN FEDERATION OF LABOR 


My name is George D. Riley, a member of the national legislative committee 
of the American Federation of Labor. 

The American Federation of Labor supports the general purposes of 8. 3507 
in coordination with the position taken by its affiliated unions. 

It is necessary to realize the importance regarding this legislation or anything 
similar as a further deterrent or preventive in obtaining salary relief and other 
basic improvements affecting Government employment. In other words, it is 
essential to realize that we desire to see nothing done which can be considered a 
substitute for salary legislation and other basic improvements affecting those 
actively employed. 

While it is well to attend to the needs of those who survive deceased Govern- 
ment employees, it is every bit as essential to attend to the needs of those who are 
in the service attempting to rear their dependents on a solid American standard. 

Of course, as I am sure most of the members of this committee understand, 
many of our unions already have life-insurance systems while others are on the 
verge of inaugurating such systems. In fact, this vear, one such union at its 
convention has on its agenda serious consideration of a life-insurance plan. 

It has been stated officially that as soon as the provisions of 8. 3507 are put into 
operation that all such plans now maintained by our unions automatically will 
cease to exist. I do not know how automatic this would be but I assume the 
Congress has no intention of doing violence to any existing plans. 

“herefore, it would seem reasonable to say that the Congress at the same time 
it considers authorizing the administration to enter into compacts with 5 or 6 
insurance com, anies, Which can qualify under the provisions of 8. 3507, it would 
also seem reasonable that the Congress would provide that those organizations of 
Government employees which now maintain their own insurance comyanies 
likewise may be permitted to qualify to underwrite insurance under this bill. 

I am sure there is no real desire to confine the qualifications of those who may 
write insurance to 5 or 6 of the largest companies which now are in 48 States and 
which write a minimum of 1 percent of group-life insurance. In my belief, if you 
write a law permitting any regulation to be descriptive of any limited few com- 
panies, then you have legislated these companies into a preferential and exclusive 
position. 

To confine the insurance business under 8. 3507 to these several companies 
would serve only to make the largest companies larger and thus tend to perpetuate 
and create the monopoly type of activity. 

As I have said, I do not think our unions believe this monopolistic trend is in 
the best interest of all concerned and certainly we do not believe the Congress 
would wish to go to this extreme. 

I have looked for some assurance in S. 3507 which guards against increase 
in premium rates. Frankly, I do not find such assurance; and, while it is claimed 
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this bill would create cheap insurance, I am left to wonder what the guaranty is 
that it will remain cheap. When a company wishes to introduce a new product 
it almost invariably starts into the market with a low price and a good product. 
Generally, the price creeps up and is soon in line with that charged by its competi- 
tors for a comparable product. 

It can readily be understood that as soon as the Government will have put out 
of business these union-operated insurance plans, the employee may well find 
himself hooked, through the simple device of having no longer maintained insur- 
ance protection through his previous means and faced with a gradual increase 
under the new arrangement. 

No one expects these insurance companies to do business for their health. 
Plainly and as an accepted fact, they will expect to make a profit whether that 
profit comes from the 25 cents a thousand per payday paid by the employee in 
itself or whether the $22 million or so subsidy supplied by the Government is a 
matter of which I do not have firsthand knowledge. But the 5 or 6 companies 
certainly will expect and derive profits commensurate with their risks and as 
soon as disaster, whether natural or manmade, and epidemics cause undue 
rising in mortality figures, the insurance premiums surely will be raised. 

In this regard, it should be pointed out that these employees will have left the 
systems they have been used to and will have fled to one they know not of. 

We ask that your committee, in event you desire to report this bill, include a 
substitute provision that the employee be not rejuired to ask that his name be 
included under a new insurance system automatically, but that he be given the 
right not to be included unless he so requests. In other words, under this sug- 
gestion, he automatically would be out unless he includes himself rather than not, 
unless he excludes himself. Im my opinion, this is an extremely important 
procedure and puts an entirely different face on a situation whereby an employee 
would have to go to his boss who will be under instruction to get 100 percent 
participation and say he does not wish to share in a 100 percent participation. 

It is not unreasonable to reauest that if the Congress has $22 million or more 
it chooses to use as a subsidy for insurance that they prorate this amount or any 
other amount to existing systems and permit the unions and associations to share 
in the business on a fair basis. I cannot speak for other insurance companies, 
though I assume you will wish to consider them likewise. 

As long as the Government intends to provide subsidies for life insurance, why 
not go all the way and supply the insurance to the employee entirely without 
charge to him since this insurance undoubtedly later will be used against him as an 
offset when he comes up for the many benefits in other lines. 

In this regard, I cannot believe the employee under 8. 3507 actually will be 
receiving anything for which he will not be paying many times over. This means 
he will be paying for the insurance at an even higher rate than he is now paying 
and that the insurance will be used as an argument for further pay increases 
regardless of the merits of his case. 

In addition, I cannot see why the insurance benefits of anv insured employee 
should be diminished after age 65 at the rate of 2 percent a month or for that matter 
any percent. A person remaining on a premium basis after age 65 will be paying 
more and more for the insurance. Just why there should be a 5-year vacuum 
between age 65 and the statutory retirement age of 70 is not made clear either in 
the bill or in the analysis of the bill. 

At this rate, the employees life insurance will have been reduced, or to use 
an insurance expression, dismembered, by 75 percent, though no provision is 
made for refund of 75 percent of the premiums he will have paid. This appears 
entirely capricious and arbitrary. 

I am surprised that the cost under 8S. 3507 would be even as high as 25 cents 
per thousand per month. When it is realized that this will be the creme de la 
creme of the insurance business—clean and easy to come by without the slightest 
solicitation or overhead beyond receiving a check for a bulk amount each month 
and this person according to what the Government agencies say is indicated to 
persons concerned. 

As I see it the Government will do the work for the insurance companies in 
large degree and in effect the Government will be back in the insurance business 
even as it was under the war-risk insurance. In short, it will be just as well for 
the Government to underwrite this business as it was for the men and women in 
uniform during World War II. 

I hope your committee will give more than ordinary thought to what will take 
place the moment the Congress fails or refuses to appropriate $22,000,000 or more 
per annum to help sustain this new adventure. There will be nothing automatic 
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in the Government grant any more than there has been and is now getting the 
Congress to appropriate annually its part of the obligation under the civil-service 
retirement system. Just what happens when the Congress refuses to appropriate 
its subsidy? The consequence will be: 

1. The system will cease or, 

2. The rate will be hoisted. 

When the average age should become greater, what happens then? 

I am speaking now of absolute protection and not protection the employee may 
fancy he has as a safeguard under 8. 3507. 

I understand when the hospitalization and health bills come before you there 
will be provision for the employee to participate on a voluntary basis. We will 
have at least three systems at variances: The civil-service retirement system is 
compulsory. The insurance bill will be on the negative basis of inclusion unless 
excluded. The hospitalization plan will be exclusion unless inclusion. 

Finally, in support of the purposes of this bill, I make the proposal that in all 
cases where provisions are better for the employee under 8. 3507 than he now has 
under any present system operated by his union or association that such improve- 
ments be afforded under the same present systems with a pro rata of the proposed 
subsidy which would go to the 5 or 6 mammoth insurance companies and that tbe 
benefits be encouraged under the present arrangement. 

If this does not meet with the wishes of your committee, I then suggest that 
the same device be employed, encouraging all insurance companies so desiring 
to be permitted to qualify provided they can meet minimum standards. 

I cannot believe the Congress is ready to write a law around the profiles of a 
mere handful of companies specifically described as operating in 48 States and now 
underwriting more than 1 percent of the business. 

I have said in these remarks that this bill really will be costly to Government 
emplovees. As proof of this statement, I know that evervone employed in the 
Panama Canal Zone will be compelled to pay his part of this insurance and the 
Government’s, as Mr. Howard Munro, representing our employees there, will 
explain. 


Mr. Keatrne. Mr. Bang says the exact investments of our mutual 
benefit association, as of May 31, 1954, were $5,377,849.53. 

The CHarrMan. We are pleased to have that : as a matter of record. 
We appreciate it very much. 

Thank you, Mr. Keating. 

Mr. Keatine. Thank you. 

The CHarrMan. The next witness is Mr. E. C. Hallbeck, legisla- 
tive representative of the National Federation of Post Office Clerks. 

Mr. Hallbeck, we are glad to have you here this morning. 


STATEMENT OF E. C. HALLBECK, LEGISLATIVE REPRESENTATIVE, 
NATIONAL FEDERATION OF POST OFFICE CLERKS 


Mr. Hatuigecx. Mr. Chairman, I want to compliment you on hav- 
ing introduced this legislation. Like the other organizations that 
appeared this morning, we believe there are some corrections neces- 
sary, but we certainly want to endorse your action and the principles 
involved in this legislation. 

For the purposes of identification, my name is E. C. Hallbeck, and 
I am the legislative representative of tha National Federation of 
Post Office Clerks with offices at 711 14th Street NW., this city. 

The National Federation of Post Office Clerks finds itself i in agree- 
ment with the principle of this legislation as enunciated in the title 
which is “to make available group life insurance for civilian officers 
and employees in the Federal service.” We feel, however, that in- 
surance coverage is a very personal matter and that the right to elect 
such coverage should at all times and under all circumstances be left 
to the option of the employee. We feel also that the amount of cov- 
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erage should be determined solely by the employee with appropriate 
minimum and maximum. 

Section 3 (a) of the bill contains a table on page 3 which would 
indicate that the amount of group life insurance, or the amount of 
group accidental death insurance, shall be determined on the basis of 
annual compensation of the employee and without regard to his own 
personal requirements. 

For example, consulting this table, an employee whose annual 
compensation is more than $4,000 but less than $5,000 could elect a 
coverage of $5,000 in both instances and no other sum. If it is not 
the intention to arbitrarily determine the amount of coverage, we 
suggest that the language at the head of columns 3 and 4 of the table 
in question be changed to read as follows: “The amount of group life 
insurance shall be not more than” and “The amount of group acciden- 
tal death insurance shall be not more than.” 

Section 3 (d) of the bill provides: 

Each of such amounts of insurance shall, without reduction in cost to the em 
ployee, be reduced by 2 per centum thereof at the end of each full calendar month 
following the later of (1) the date the emyloyee attains age sixty-five, or (2) one 
year after the date he shall first become insured under this Act, subject to minimum 
amounts prescribed by the Commission, but not less than 25 per centum of the 
insurance in force on such later date. 

Under this subsection the amount of insurance sharply decreases 
after age 65 without a compensating reduction in cost to the employee. 
While that is probably standard operating procedure with term 
insurance privately purchased, the fact is that the employee who 
purchases such term insurance in that manner is quite likely to 
protect himself with other insurance if only because there is a conscious 
effort to sell him such insurance at the time the purchase is made. 
With the mandatory retirement age at 70 under present law, employees 
will, in most instances, find themselves in a position where their 
insurance coverage gradually diminishes even though he is still an 
employee as provided in section 6 of the bill. 

Parenthetically, Mr. Chairman, I might insert here that the pro- 
posal advanced by Mr. Steward, and apparently given the approval 
of Mr. Irons, would of course change that whole section. I had no 
knowledge of any such possibility when that section of this statement 
was prepared. 

The second paragraph of section 5 (a) contains a proviso: 

That any employee desiring not to be so insured shall, on an appropriate form to 
be prescribed by the Commission, give written notice to his employing office that 
he desires not to be insured. 

We believe that the burden of electing to be insured rather than the 
burden of electing not to be insured should be placed on the employee 
and that it should require an affirmative action on the part of the 
employee to secure such insurance coverage. As previously stated, 
insurance is a rather personal matter and the views of employees 
sometime vary sharply. 

To our mind, coverage should result only from consideration and a 
genuine desire on the part of the employee to be so covered. In the 
event that coverage is more or less automatic instead of as a result of 
calm reflection and consideration, I am afraid that many employees 
would, without stopping to consider the amount and kind of insurance 
coverage herein provided, drop other types of insurance to their great 
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detriment at a later date. And on this I am of course agreeing with 
the thoughts expressed by Mr. Keating, that too many people with- 
out realizing it, might consider it as an acceptable substitute for what 
otherwise is a sound insurance program, and they could very readily 
live to regret it. 

We further believe that the restrictions contained in section 7 (a) 
are unduly severe and will operate to give a practical monopoly to a 
very limited number of insurance companies. While this organiza- 
tion does not operate an insurance company of its own, as some organ- 
izations do, our members may, if they desire, purchase group life in- 
surance from an established and highly rated insurance company, the 
Union Labor Life Insurance Co. of New York. 

We have, however, a friendly interest in those organizations that 
do have established life insurance features which write all standard 
insurance policies. It is conceivable that many of these organiza- 
tions, as well as a large number of privately managed and operated in- 
surance companies, will, as a result of the enactment of S. 3507, find 
themselves confronted with lapsed policies which will at least affect 
adversely those companies and organizations which are not forced 
into a receivership. This will aftect. not only the companies them- 
selves but in a large and important measure, those Federal employees 
who now are insured by such groups and companies. 

For these reasons, we again endorse the principle contained in the 
bill, S. 3507, but suggest the measure be given very careful considera- 
tion and amended as herein suggested. 

The Cuarrman. Mr. Hallbeck, we appreciate very much your state- 
ment, and I will assure you your suggestions are going to get con- 
sideration. 

Mr. Hatuseck. Thank you, Mr. Carlson and members of the 
committee. 

The Cuarrman. The next witness is Mr. Paul Benson, president of 
the National Rural Letter Carriers’ Association. 

Mr. Benson, we are very happy to have a neighbor of the State of 
Kansas and a citizen of Missouri to appear before us this morning on 
behalf of the rural letter carriers. 


STATEMENT OF PAUL G. BENSON, PRESIDENT, NATIONAL RURAL 
LETTER CARRIERS’ ASSOCIATION 


Mr. Benson. Thank you, Mr. Chairman. 

First I want to say, Mr. Chairman, that our organization is deeply 
grateful to you for your thoughtfulness in considering the problems 
of the rural carriers of this Nation, and your interest in legislation 
affecting the postal employees. 

My name is Paul G. Benson. I am president of the National Rural 
Letter Carriers’ Association. We have a national membership of 
36,300, which includes almost 30,000 regular rural carriers, or more 
than 90 percent of all regular classified rural carriers in the Nation. 
The balance of our membership is composed of retired, temporary, 
and substitute rural carriers. 

We welcome the opportunity of appearing before this committee to 
place our organization on record in endorsing S. 3507 which would set 
up provisions for making group life insurance available for Federal 
employees. 
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The National Rural Letter Carriers’ Association has long recognized 
the need and desirability of such a program. This is due to the fact 
that rural carriers are located in widely scattered smaller post offices 
throughout the country. This lack of concentration of a sufficient 
number of carriers to qualify on a group basis precludes them from 
availing themselves of the opportunity to participate in group insur- 
ance plans. For this reason group insurance made available by the 
Government to its employees would be extremely beneficial to rural 
letter carriers. 

It is our considered opinion that in order to provide a complete 
package insurance program, group hospitalization and surgical benefits 
should be included, and we strongly recommend that S. 3507 be 
amended to include the provision of group hospitalization and surgical 
benefits. Rural carriers have expressed the desire for a group ‘hos- 
pitalization program to an even greater extent than life insurance. 
This expression was set forth in a resolution adopted at our 1953 
national convention in Chicago, which mandated our national board 
to investigate the possibility of obtaining group hospitalization and 
surgical benefits for our membership on a nationwide basis. In view 
of this, we strongly urge this committee to amend S. 3507 to include 
hospital and surgical benefits. 

Mr. Chairman and members of the committee, I am deeply grateful 
for this opportunity of appearing before you and expressing ‘the ap- 
proval of my organization of S. 3507 and to respectfully urge favor- 
able consideration of this legislation with suggested amendment. 

Thank you very much. 

The CHarrman. Mr. Benson, we appreciate very much receiving 
that statement, and the views of the National Rural Letter Carriers 
I will assure you your suggestions will get consideration. 

Senator Upton, do you have any questions? 

Senator Upron. No questions, Mr. Chairman. I just arrived. 

The Cuarrman. Thank you, Mr. Benson. 

Mr. Benson. Thank you. 

The CHarrMANn. The next witness is Mr. Thomas G. Walters, 
operations director of the Government Employees Council. 

Mr. Walters, we appreciate very much your appearance here today 
on this legislation. 


STATEMENT OF THOMAS G. WALTERS, OPERATIONS DIRECTOR, 
GOVERNMENT EMPLOYEES COUNCIL 


Mr. Watters. Thank you very much. 

Mr. Chairman and members of the committee, by way of introduc- 
tion, my name is Thomas G. Walters, operations director of the 
Government Employees Council of the American Federation of Labor, 
100 Indiana Avenue NW. Washington 1, D. C. 

The Government Employees Council of the American Federation of 
Labor is made up of 23 national and international unions whose 
membership, in whole or in part, are civil-service employees. The total 
Federal employee membership of the Government Employees Council 
is more than 500,000 members. 

Mr. Chairman and members of the Senate Post Office and Civil 
Service Committee, S. 3507 was introduced in the Senate on May 24 
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by Senator Carlson, chairman of this committee. The chairman is to 
be congratulated on the introduction of this legislation. 

The officers, delegates, and members of the Government Employees 
Council desire to express to Senator Frank Carlson, the distinguished 
chairman of this committee, our thanks and appreciation for his 
interest in the welfare of Federal and postal employees, and especially 
do we thank him for the introduction of S. 3507, and for the oppor- 
tunity of appearing and expressing our thinking on this most important 
legislation. 

Several months ago, according to the press, radio, and other sources 
of information, we understood that the administration would recom- 
mend to this Congress legislation providing for health, medical and 
group life insurance for Federal and postal employees. So far as we 
know, the provisions of S. 3507 are the only recommendations covering 
this field that have been officially recommended by the department. 
Many of our people feel that this type of legislation should not be 
enacted into law by piecemeal, but that the whole program covering 
health, medical and group insurance should be before the Congress, 
either in one bill or in separate bills, in order that the employees could 
see and analyze the whole program. 

As we read the provisions of 5. 3507, fraternal insurance and group 
insurance now written by associations and unions could not be ex- 
panded to participate in this program, and we feel that this is most 
unfair, not only to the association or union but to the employees as 
well. 

At first glance most employees are inclined to approve S. 3507, the 
bill which makes available group insurance for Federal and postal 
employees, but during the past few weeks I have received several 
suggested amendments, which I would like to pass on to the com- 
mittee for their consideration. 

(1) That action on S. 3507 be deferred until the administration has 
submitted their recommendations on the health and medical plan 
that is, according to press and radio announcements, to be sent to 
Congress. 

On May 19 and on June 2 we addressed a letter to the Secretary of 
the Department of Health, Education, and Welfare, Hon. Oveta Culp 
Hobby, requesting a conference in order to discuss the proposed health, 
medical, and life insurance plans. These requests were made in an 
effort to obtain firsthand information as to the administration’s 
thinking on these matters. 

(2) It has been suggested by a great number of our members that 
the Federal Government should, by forming a financial pool, under- 
write this type of insurance, on either a cost plan or as many private 
industrial plants do, furnish it to the employees free of charge. 

(3) The provisions of S. 3507 would establish a monopoly in the 
life-insurance field as to the companies that could participate in the 
provisions of S. 3507. In other words, hundreds of companies now 
in existence, and others that will be organized in the future, will not 
be eligible under the provisions of S. 3507 to participate in the coverage 
of Federal employees. 

(4) It has been strongly suggested that the employees should make 
application to be covered, rather than make the application to be not 
covered, as is provided for in S. 3507. 
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(5) There is no guaranty in the provisions of S. 3507 that the rate 
will not be increased from time to time. 

Now, if you will read page 5 of the bill, I certainly agree with our 
good friend, Warren Irons, that it would take an act of Congress, but 
if you turn over and read page 12 of the bill I am not so sure that the 
employee is protected, because on page 12, as I understand that, they 
could give notice any year in advance that the policy would be ter- 
minated or the rates increased. So the employee would just have to 
take his choice, either drop out or pay more, as I construe the language 
on page 12. 

A strong protest has come from the field that the provisions of 
S. 3507 make it mandatory for the policy to be reduced in value under 
certa n conditions, and especially at age 65. 

(6) In many sections of the bill the wording is vague and not 
specific as to what could or could not be done. We especially refer 
to that section of the bill that makes it possible to exclude certain 
groups of employees, and likewise the compulsory feature of the 
amount of insurance an employee must take. Also each individual 
employee should know what insurance company holds his or her 
policy, and likewise a policy should be issued instead of a statement 
as is provided for in S. 3507. 

I have enumerated some of the items that have been more seri- 
ously objected to, and respectfully urge that S. 3507 be amended to 
eliminate the objections that have been raised by our members, and 
touched on briefly in this statement. 

Mr. Chairman, I might say personally I just don’t believe much in 
group term life insurance myself, because I think there is a tendency 
for people to take group life insurance because of 2 or 3 factors. 
One is that it is cheaper than other types of insurance. But when 
you need insurance the most, if you are fortunate enough to live to 
65 or 70 more years of age, you have the least, and there is nowhere 
to go get any more, when you get over the hill, if you are depending 
on group life insurance. 

Until such time as S. 3507, along the lines suggested in this state- 
ment, is amended, the Government Employees Council is withholding 
support of this legislation. 

Thank you, Mr. Chairman, for the appearance here this morning. 

The Cuarrman, Thank you, Mr. Walters; we appreciate your 
statement and your suggestions, and again I will say they will be 
considered by the committee. 

Mr. Watters. Thank you. 

The CHarrMan. The next witness is Mr. Cassius B. Gravitt, secre- 
tary and legislative representative, National League of District Post- 
masters. Mr. Gravitt, we are glad to have you here this morning. 
| g 
STATEMENT OF C. B. GRAVITT, JR., LEGISLATIVE REPRESENTA- 

TIVE AND NATIONAL SECRETARY, NATIONAL LEAGUE OF 


DISTRICT POSTMASTERS 


Mr. Gravitr. Mr. Chairman and members of the committee, for 
the record, I am C. B. Gravitt, Jr., legislative representative and 
national secretary of the National League of District Postmasters. 

Our postmaster organization wishes to go on record supporting 
S. 3507, the bill designed to make available group life insurance for 
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civilian officers and employees in the Federal service. Employees in 
private industry have received benefits from low-cost group life 
insurance for several years and we welcome the opportunity to support 
legislation which provides additional benefits for loyal, hard-working 
Government employees. 

The bill, as introduced, will afford Federal workers the opportunity 
to purchase life insurance in amounts comparable to their annual 
salaries. S. 3507 provides that coverage shall be on a voluntary 
basis, with employees contributing from their salaries 25 cents 
biweekly for each $1,000 life insurance, and the Government paying 
the remaining part of the cost. 

We feel the plan is bighly commendable and understand that it is 
only through group participation that such low rates can be offered 
Federal employees. This group life-insurance plan, as submitted to 
Congress by the President, will provide important benefits for the 
employee’ s family security, which is a most important factor in a 
progressive personnel sy stem. 

We strongly support the amendment submitted by Chairman 
Philip Young, of the Civil Service Commission, changing the language 
in S. 3507 so that it will be possible for a person retiring on disability, 
regardless of his years of service, to have insurance protection free 
of cost. It is only equitable to provide this benefit for an employee 
who is forced to retire on disability. 

I have listed the amendment here, Mr. Chairman, and if I may, 
I would like to have it incorporated into the record. 

The CuarrMan. It will be a part of the record, sir. 

(The amendment referred follows:) 

Page 7, lines 20 through 22: Strike out the words ‘‘(a) has had 15 years of 
creditable civilian service, as determiaed by the Commission, and (b) retires on 
an immediate annuity,’”’ and insert in lieu thereof the following: ‘‘(a) retires on 
an immediate annuity, and (b) unless retired for disability, has had 15 years of 
creditable civilian service, as determined by the Commission,’’. 

The purpose of this amendment is to include all disability retirements, who 
particularly need life insurance, in the group of employees whose life insurance 
would be continued after retirement without further cost to them. Under the 


bill, those employees retiring for disability with less than 15 years’ service would 
be barred from this benefit. 


Mr. Gravirt. In regard to the points raised by Mr. Luther Steward 
and the able explanation by Mr. Warren Irons of the Civil Service 
Commission, I want to say we agree with the point and feel it is only 
reasonable that an employee after reaching age 65 should not have 
the value of the policy reduced and still be required to pay the full 
premiums. 

We personally thank you, Mr. Chairman, for introducing this meri- 
torious bill, and I also appreciate the opportunity of appearing before 
this committee to express the views of the National League of District 
Postmasters of the United States. 

The CuarrMan. Mr. Gravitt, you have made an excellent state- 
ment and we appreciate it very much. 

Mr. Gravitr. Thank you. 

The Cuarrman. The next witness is David Lloyd Kreeger, vice 
president and general counsel, Government Employees Life Insurance 
Co. 

Mr. Kreeger, we are happy to have you here this morning. 
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STATEMENT OF DAVID LLOYD KREEGER, ESQ., VICE PRESIDENT 
AND GENERAL COUNSEL, GOVERNMENT EMPLOYEES LIFE 
INSURANCE CO. 


Mr. Kreecer. Thank you, Mr. Chairman. 

At my right is Edward J. Schmuck, general counsel of the Acacia 
Mutual Life Insurance Co., and also representing the Peoples Life 
Insurance Co. and the Equitable Life Insurance Co., all of the 
District of Columbia, and we have a kindred interest in the position 
we are taking with respect to one provision of the bill, Mr. Chairman. 

The CuHarrMaAN. We are glad to have you both here and will be 
happy to get your views. 

Mr. Kreecer. Thank you, sir. 

Government Employees Life Insurance Co. of Washington, D. C.., 
respectfully requests that section 7 (c) of the bill be amended to 
permit participation as a reinsurer by that company and by other 
life-insurance companies similarly situated, in the group life insurance 
program for Federal employees which would be authorized by that 
bill. 

The Government Employees Life Insurance Co. is a District of 
Columbia corporation, engaged in the business of writing life insurance 
exclusively for Government employees. It was organized by the 
management of Government Employees Insurance Co., which is the 
largest company specializing in automobile insurance for Government 
employees. We believe that these companies have developed an 
outstanding reputation in the field of insurance for Government 
employees, both automobile and life insurance, and the life-insurance 
company, while it has only been in operation 4 years, has written a 
respectable and substantial amount of insurance during its years of 
operation. And its growth represents an increase of over 70 percent 
each year over the prior year. 

Now, Government Employees Life Insurance Co. fully endorses 
the objectives of Senator Carlson’s bill. The 2 million and more 
Federal employees, without whom our Nation’s Government could 
not function, are a conscientious and honorable group of citizens. 
They are as much entitled to the benefits of low-cost group life 
insurance as the employees of any large industrial or mercantile 
corporation. 

There is, however, a provision in the bill which is discriminatory 
and prejudicial to the small and medium-sized insurance companies 
and I refer to section 7 (c)—which discrimination we believe is wholly 
unnecessary to the successful operation of the bill and which can 
severely damage many reputable and financially sound life-insurance 
companies in the industry. 

Under this bill, the group life-insurance coverage, including acci- 
dental death and dismemberment coverages, would be written ex- 
clusively by life-insurance companies licensed under the laws of the 
48 States and the District of Columbia and having at least 1 percent 
of the total group life insurance in the United States. We are advised 
that only eight life-insurance companies in the United States would 
qualify as insuring companies under this provision. 

Now, apparently it was recognized that if the bill stopped at that 
point, and this handful of the largest, most powerful companies in the 
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insurance field were to receive the sole benefits of what may be $9 
billion of insurance in force in the first year alone, that this would 
violate our traditional American principles against monopolistic con- 
trol and would strike at the basis of our system of competitive free 
enterprise in the life-insurance field. 

The bill apparently recognizes that, and goes on to provide for 
broader participation in the insurance program through the means of 
reinsurance by other life-insurance companies that may elect to par- 
ticipate in such reinsurance. And section 7 (c) lists two qualifications 
that those reinsuring companies must meet. One is reasonable enough, 
that they must be licensed under the laws of a State or the District of 
Columbia to transact life and accidental death and dismemberment 
insurance. 

The second is the qualification to which we respectfully object, and 
that we feel would be seriously prejudicial to our company. That 
requires that on December 31 next preceding its election to participate 
in such reinsurance, it shall have had employee group life insurance in 
force on employees of at least 25 different employers. 

We respectfully submit that this attempt to broaden participation 
in the Government’s insurance program is partial and ineffectual, 
and fails to meet its apparent objectives. The test of the number 
of groups insured we feel is irrelevant to the purpose of the bill. It 
does not necessarily bear upon the financial soundness of the company. 

Now, the prejudice would arise not in the amount of the insurance 
that our company and similar companies would be denied, because 
under the participation formula in section 7 (d) we would obtain a 
relatively small share of the total life insurance authorized to be 
purchased under the act. We do not object to this formula and would 
be satisfied with minor participation. The prejudice to the company 
from the bill in its present form derives—and the like prejudice to 
other companies similarly situated—from the damage to its prestige 
by being completely excluded from the right to participate in this 
insurance program. 

Now, this prejudice i is particularly pointed in the case of our com- 
pany, which specializes in life insurance for Government employees. 
In the eyes of the several million Government employees, such exclu- 
sion from the right to participate as a reinsurer may too easily be 
construed as stigmatizing the company as an inferior and unqualified 
insurer of Government employees, who are its sole potential market. 

We do not believe this implication was intended, but the fact 
remains that it can be so understood by the Government employee. 
The potential damage to the excluded companies is magnified by 
the normal turnover in Government employment, which could result 
in over 5 million eligible beneficiaries of the group insurance program 
over the next decade. 

Such a blow to a legitimate life-insurance company with a fine 
reputation in the field of life insurance for Government employees we 
submit is completely foreign to the objectives of the act. The act's 
purpose, which is to afford low-cost group life insurance to Federal 
employees, surely does not require that 9 billion dollars and more of 
new insurance be parceled out to a small group of the largest com- 
panies at the expense of numerous reputable life-insurance companies 
of smaller size that might desire to participate in the reinsurance 
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program, that have the resources to participate, and that have the 
ability to participate. 

Government employees are the employees of the United States and 
not of any small business segment. They are paid by and serve the 
entire Nation. This new program should provide for broad participa- 
tion on a fair basis and not favoritism to a handful of companies. 

Now, we can conceive of no administrative or practical objection 
to broadening the eligible class of reinsurers. The direct insurers 
would still be the small group now defined in the act. They would 
write the policies. They would set up the reserves. They would 
collect the premiums. They would pay the claims. The only thing 
we ask is that the reinsurance participation be broadened. 

Reinsurance is a simple bookkeeping function. It consists basically 
of the sharing of the ultimate risk of the policy. Whether semi- 
annually or annually, the proper accounting can be made for a larger 
group of reinsurers, in the same way as a smaller group. It is solely 
a matter of allocating the percentage of participation on the accounting 
date. 

We suggest, therefore, that the 25-group requirement for eligible 
reinsurers should be eliminated. This elimination would remove the 
discriminatory feature of the bill and would substitute what we believe 
to be a more democratic plan of participation in reinsurance. As 
amended, according to our proposal, section 7 (c) would read as 
follows: 

The Commission shall arrange with the life-insurance company or companies 
issuing any policy or policies purchased under this act to reinsure— 

Now, I would like to interpolate at this point that the next phrase 
is very important— 

under conditions approved by it, portions of the total amount of insurance under 
the policy or policies, determined as provided in subsection (d) of this section— 
this refers to the formula of participation to which we have no 
objection— 

with such other life-insurance companies as may elect to participate in such insur- 
ance and which shall be licensed under the laws of a State of the United States or 
the District of Columbia to transact life and accidental death and dismember- 
ment insurance, 

Now, the reason I stressed that phrase “under conditions approved 
by it,” is because we feel that it gives the Civil Service Commission 
full power to protect the interests of the Federal employee and the 
Government against participation by companies that are financially 
not qualified or financially unsound, or for some other reason could 
not properly perform the functions of a reinsurer. 

Mr. Chairman, we respectfully submit that this proposed amend- 
ment would avoid unreasonable and discriminatory damage to com- 
panies of moderate size, such as Government Employees Life Insur- 
ance Co., and would fully protect the interests of the Government 
employee and the Government and the entire life-insurance industry. 

The CuarrMan. Mr. Kreeger, you have made a very interesting 
suggestion and one that is going to get consideration by the com- 
mittee, I will assure you. 

I know very definitely it is not the intention of this committee at 
least, and this Congress to discriminate against companies. I think 
you are overemphasizing the effect that some of this distribution of 
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‘ 


Government insurance—that is term insurance—would have on 
companies. I think you have overemphasized that, but I think you 
have made a point. I am somewhat familiar with your company 
here, and they are a very outstanding company, and you have cer- 
tainly expanded. I have watched them grow. I have been here since 
1934, so I am somewhat familiar with your growth and development. 

Mr. KrereGcer. Thank you very much. 

The Chairman. Thank you very much. 

The next witness is Mr. Edward J. Schmuck, general counsel, 
Acacia Mutual Life Insuance Co. I see you are right here with Mr. 
Kreeger. 

Mr. Scumuck. Yes, sir. 

The CuarrMAn. Go ahead, sir. 


STATEMENT OF EDWARD J. SCHMUCK, GENERAL COUNSEL, ACACIA 
MUTUAL LIFE INSURANCE CO.; ALSO ON BEHALF OF EQUITABLE 
LIFE INSURANCE CO., AND PEOPLES LIFE INSURANCE CO., 
WASHINGTON, D. C. 


Mr. Scumuckx. Mr Chairman, we have tried as much as possible 
to avoid any repetition of argument, although the points are similar. 

My name is Edward J. Schmuck, general counsel of the Acacia 
Mutual Life Insurance Co. 

This is a joint statement on behalf of Acacia Mutual Life Insurance 
Co., Equitable Life Insurance Co. and Peoples Life Insurance Co., all 
domestic life insurance companies domiciled and maintaining their 
principal offices in the District of Columbia, and who, because of the 
parallel interest that we all have in this question, designated me to 
make this appearance on their behalf this morning. 

These companies favor the fundamental conception of S. 3507 that 
group insurance protection for Federal employees shall be furnished 
by the life-insurance companies of the United States. 

Further, no ie ES is asserted with respect to the method 
defined in section 7 (a) of the bill for determining which life-insurance 
companies may qualify as direct or primary insurers with whom the 
Government will contract for the group life-insurance coverage, even 
though apparently not more than 10 companies will be qualified to 
become a primary insurer under the conditions prescribed. 

Our three companies, however, are greatly concerned with the 
provisions of section 7 (c) of the bill establishing a plan for life- 
insurance companies to participate in the Government employees 
group-life-insurance program as reinsurers of the risk. This section 
appears first to open the door to allow any sound life-insurance com- 
pany, under appropriate rules of the Civil Service Commission, to 
participate in the plan as a reinsuring company, but in fact closes the 
door by the second eligibility requirement established in section 7 (c) 
requiring that a company, to become a reinsurer, must have group-life- 
insurance policies in force on the employees of at least 25 different 
employers. 

This eligiblity condition is unnecessary to the basic plan. It is 
not supported by any normal reinsurance requirements. In result, 
it tends only to create a monopoly of the Government employees’ 
group life insurance for the companies engaged in commercial group 
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life insurance on a large scale. Incidentally, this may create the 
anomalous situation of allowing foreign life-insurance companies 
licensed to do business in the United States to participate in the plan, 
while barring sound and reputable United States companies from such 
participation. As a consequence, on a basis having no relation to 
financial soundness or ability to participate in the reinsurance portion 
of the proposed group-insurance plan, the result of this eligibility 
provision would be to give the appearance of the Federal Govern- 
ment putting its stamp “of approval on the limited number of com- 
panies able to meet this arbitary and artificial requirement and its 
stamp of disapproval on all of the other sound life-insurance com- 
panies, including our three companies, domiciled in this country. 

We have read the statement of David Lloyd Kreeger filed with your 
committee on behalf of the Government Employees Life Insurance 
Co. We agree with and adopt so much of his discussion as deals with 
the monopolistic and adverse competitive results of the eligibility 
condition in section 7 (c) of the bill. We would add only these com- 
ments: 

The primary concern of any buyer of life insurance should be the 
soundness of the insurer. The requirement that participating rein- 
suring companies have 25 employee group policies outstanding is 
certainly no assurance of soundness of a reinsuring company. 

The process of selliyg life insurance is highly competitive, un- 
todtanatai sometimes ruthlessly so. Unless the eligibility condition 
set out in section 7 (c) of the bill is obviously of substantial advantage 
to the Government and its employees, which it is not, Congress 
should not adopt provisions which will permit unscrupulous agents 
of primary or reinsuring companies to disparage competitor com- 
panies because they are ‘unable to meet the meaningless, discrimina- 
tory, and artificial requirements prescribed in the bill for participa- 
tion as a reinsurer of the Government employees’ group life insurance 
program. 

May I deviate from the statement for a moment, Mr. Chairman, 
to say that this is not a theoretical argument. It is based on bitter 
experience of many of our companies that for one reason or another 
do not choose to become licensed in the State of New York. Our 
agents are meeting week after week in the field, the final fallback 
argument of a few—mind you, sir, I repeat, a few—agents of the 
large New York companies, that there is no reason to do business with a 
company that can’t qualify for a license in the State of New York, 
that those companies aren’t subject to the best regulatory methods, 
so why do business with them, why not do business with us? 

It is an argument that is not condoned by the executives of the 
companies. It is an argument that is not used by the majority of 
the agents of these companies, but it is used and it is used regularly. 
And we smell the same odor in the reinsurance provisions of this bill. 

The CuarrMan. That is a very good comment. 

Mr. Scumuck. Now, 3. It may be asserted that administrative 
problems will be created if all sound life-insurance companies 
without regard to their commercial group operations—are eligible to 
participate as reinsuring companies. This argument lacks substance, 
but i any event it seems obvious that administrative problems that 
may exist can be resolved by the Civil Service Commission under 
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the authorization in the bill that it approve the conditions under 
which reinsurance shall be ceded by the primary insurance earriers. 

We, therefore, join in the suggestion made on behalf of Government 
Employees Life Insurance Co. that section 7 (c) of the bill be amended 
by deleting on page 9 all of line 8 and by deleting all of that paragraph 
of the bill which follows the word “insurance” on line 11. That 
will afford the opportunity to all sound life-insurance companies to 
participate in this insurance service to the employees of the Federal 
Government. 

I thank you, sir, for the privilege of making the statement. 

The Cuarrman. Mr. Schmuck, we appreciate that statement 
because I know we are going to give it consideration before we report 
the bill. 

Mr. Scumuck. Thank you. 

The Cuarrman. Thank you, sir. 

The next witness is Howard E. Munro, legislative representative of 
the Central Labor Union and Metal Trades Council, AFL, of the 
Panama Canal Zone. 


STATEMENT OF HOWARD E. MUNRO, LEGISLATIVE REPRESENTA- 
TIVE, CENTRAL LABOR UNION AND METAL TRADES COUNCIL, 
AFL, OF THE PANAMA CANAL ZONE 


Mr. Munro. Mr. Chairman and members of the committee: My 
name is Howard E. Munro. I am the legislative representative of 
the Canal Zone Central Labor Union and Metal Trades Council; the 
central bodies of 26 unions affiliated with the American Federation of 
Labor. The membership of these unions are the United States 
citizens employed by the United States Government to operate, 
maintain, and protect the Panama Canal. 

I have been an employee of the Panama Canal Company since May 
1943, and am at present on leave without pay. 

We wish to thank the committee for this opportunity to present 
our views on the insurance plan-as proposed by 5. 3507. 

It is needless to say we are in favor of protective insurance and are 
interested in getting it as economically as possible. 

In our opinion, surance is a commodity you purchase knowing 
some day you will use it, but all the time hoping it will not be for many 
years to come. 

Because it is this type of a commodity, we have tried to picture it 
as something we will pay for now and expect delivery many years 
from now. From this approach we offer the following constructive 
criticism: 

SECTION 2 (A) 

The provision— 

That regulations excluding employees on the basis of the nature and type of em- 
ployment or conditions pertaining thereto shall be issued only after consultation 


with the head of the department, establishment, agency, or other employing 
authority concerned— 


allows the Commission to exclude employees after consultation with 


the agency head. There are hazardous positions in Government 
service which could fall in this category. 
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Accounting procedures could make it administratively difficult to 
cover an employee or group of employees. A Federal employee is a 
Federal employee, regardless of his position. 

In our opinion, it would be discriminatory to allow an agency head 
and the Commission to get together and exclude a Federal employee 
or group of employees for any reason. We are thinking of a career 
employee who is depending on his Federal insurance over a long period 
of time, being transferred to an exempted position and finding himself 
without insurance, at an age where individual policies are too costly to 
pay for and too expensive to be without. We, therefore, ask that this 
proviso be deleted. 

SECTION 8 (A) 


It is our interpretation of the table on page 3 of the bill that the 
amounts indicated are compulsory amounts if insurance is not rejected. 

There are many reasons, usually personal, where an employee would 
want some insurance but would not want it in the amounts indicated. 
What one person would consider adequate would be excessive to 
another. Take the position of a man without a family, making 
$8,000 a year—he would be interested in a one or two thousand dollar 
policy, but would not want to pay the premium on an $8,000 policy. 

We are of the opinion that the amounts indicated in the policy 
should be maximum amounts with a provision that the employee 
could elect a lesser amount. We, therefore, respectfully request 
favorable consideration of this amendment. 


SECTION 3 (B) 


We see no reason a table of amounts should not be included in the 
legislation. In our opinion, insurance is one item which should not 
be allowed to fluctuate. This could be done if the insurance is set 
by regulation. We, therefore, ask that such a table be made part of 
the legislation. 

SECTION 8 (D) 


In our opinion, insurance should not decrease in value. When a 
contract is entered into and the premium is set, we believe it should 
remain at that rate. It is probably such a change would increase the 
premiums, nevertheless, we would want it that way. Therefore, we 
respectfully request this section be deleted. 


SECTION 5 (A) 


This section which makes the insurance automatic unless written 
notice to the contrary is given, is the reverse of usual Government pro- 
cedures. In all my experience with the F ederal Government it is 
necessary to request, make application, or petition for everything. 
We are of the opinion that this reversal of the usual procedure will be 
confusing. Therefore, we respectfully request this procedure be re- 
versed with a maximum time limit of 3 months, from date of eligibility, 
to subscribe to this coverage. 
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SECTION 5 (B) 


[t is our opinion that the intent of this section is to provide that an 
amount equal to one-half that which the employee pays is paid by the 
Federal Government for the operation of this insurance system. The 
President’s message of transmittal of this plan to Congress—House 
Document 398—states: 

The cost of the plan would be shared by the Government and participating 
employees, each agency paying from existing appropriations about half of its 
employees’ costs. 

This would not be the case of all employees in the Canal Zone. The 
several agencies in the zone operating on appropriated funds would 
receive this insurance on a par with all other employees whose salaries 
are paid by appropriated funds. However, the employees of the 
Panama Canal Company would be treated differently. 

Section 252 of title 2 of the Canal Zone Code states: 

The corporation shall reimburse the Civil Service and Canal ZoneRetirement 
and Disability Funds for Government contributions to the retirement fund appli- 
cable to the corporation’s employees, and the Employees’ Compensation Fund, 
Bureau of Employees’ Compensation, Federal Security Agency, for the benefit 
payments made to the corporation’s employees, and shall also reimburse other 
Government agencies for any payments of a similar nature made on its behalf. 

Therefore, any funds spent for Panama Canal Company employees 
would be recovered from the Panama Canal Company. The account- 
ing procedure used by the Company would allocate a percentage of 
this reimbursement to the employee services. The effect of such 
allocation would be an increase in the cost of living for the employee. 
The result would be the employee would pay his full share and a part 
of the Government’s share of the insurance costs. We, therefore, 
respectfully request this section be amended so that appropriated 
funds pay the Governmert’s share of the insurance plan for all Panama 
Canal Company employees. 


SECTION 6 


This section eliminates the accidental death provision and dis- 
memberment insurance on retirement. Here again, it is our opinion 
that the insurance should remain in full force for which premiums were 
paid. In view of the fact that this could result in an increase in pre- 
miums, we respectfully request that this section be amended to keep 
all the insurance at the value for which premiums were paid. 


SECTION 7 (C) 


This section permits an insurance company which qualifies under 
subsection (a) to reinsure the employee with an insurance company of 
lesser qualifications. It is our opinion that the employee who ter- 
minates his Federal service should be protected by requiring the 
insurance company receiving the original business under subsection 
(a) to accept the employee’s option to convert provided by section 6. 
There are no guaranties offered the employee as to what company will 
carry his insurance. As I said at the beginning, insurance is one com- 
modity where there should be no question or doubt. Therefore, we 
respectfully request that this protection be given the Federal employee 
who terminates his Federal service. 
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SECTION 9 


This section authorizes the Commission to issue a statement in lieu 
of the insurance company issuing a policy. In our opinion, this 
violates the first principle of all reliable insurance companies: ‘“‘Read 
your policy.’’ We fail to see why we should forgo this valuable advice 
in this case. We therefore, respectfully request an amendment to 
this section to make the issuance of a policy mandatory. 

I thank the committee for allowing me to present our opinions on 
this bill. 

The CuarrMAN. Mr. Munro, we thank you for the statement and 
for the suggestions. 

Mr. Munro. Thank you, sir. 

The CuarrMan. The next witness is Mr. W. A. Kenyon, secretary- 
treasurer of the War Department Beneficial Association. 

Mr. Kenyon, we will be very happy to have a statement from you, 
and you may proceed in any way you care to. 


STATEMENT OF W. A. KENYON, SECRETARY-TREASURER, 
WAR DEPARTMENT BENEFICIAL ASSOCIATION 


Mr. Kenyon. Thank you, Senator. 

For the record, my name is W. A. Kenyon. I am secretary-treasurer 
of the War Department Beneficial Association. 

The War Department Beneficiai Association was organized in 
April 1930 to provide group life insurance for employees of the 
Department. ‘There was a real need for funds to meet last expenses 
and burial of employees and also for a little emergency assistance to 
their families. Through membership in the association, thousands of 
employees have made it possible to pay about $5 million to their 
beneficiaries. 

There are at present about 23,200 members with insurance protec- 
tion of $39 million, located in all of the various States. About 20 
percent reside in or around Washington, D. C. Membership is now 
extended to employees of the Department of the Army, Department 
of the Air Force, and a few other Federal agencies too small to secure 
group contracts for themselves. No consideration has been given to 
location of employment or whether members are citizens of the 
United States. The association has always represented to prospective 
members that they may keep insurance for the balance of their 
lifetime, whether or not they remain in Federal service. 

Under the provisions of 5. 3507, those members who have retired 
or have otherwise become separated from the Federal service can 
keep their insurance at present rate of dues provided the association 
arranges with the Commission for the assumption by the fund of any 
existing life-insurance agreements of the association pertaining to 
such members and the termination of life-insurance agreements 
pertaining to all other members. 

It seems probable that a large majority of members now in Federal 
service will wish to drop membership and present insurance, especially 
where the amount is small, when insurance offered in this bill becomes 
available to them. However, it is also probable that some of the mem- 
bers will desire to keep their present insurance for the following 
reasons: 
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(a) The association has always represented to members that insur- 
ance once granted can be continued for life, whether or not they remain 
in Federal service, and many members have $2,000, $3,000, and in 
some cases $5,000 or more insurance. A large majority of members 
occupy positions such as clerks, messengers, elevator conductors, 
lockmen, guards, canpenbers, truckdrivers, and laborers, who would 
not be able to secure over $3,000 or $4,000 insurance under this bill, 
reducing to $750 or $1,000 at age 68, unless other minimum amounts 
are prescribed by the Commission. Therefore, by keeping their 
present insurance, those members who now have $2,000 would at age 
68 have either $1,250 or $1,000 more insurance in force than could be 
secured through this bill. Those with $3,000 present insurance would 
have either $2,250 or $2,000 more in force. On the other hand, an 
employee at a salary of $12,000 could secure that amount of insurance 
and still have $3,000 in force at age 68. However, most members of 
this association are in low salary ranges and, if forced to drop present 
insurance of $2,000 or more, will lose the greater part of this protection 
if fortunate enough to live to 68 years of age. No doubt some members 
will wish to drop it and secure the new insurance at less cost, but 
others will strenuously object to being forced to lose it. 

(6) Some members do not expect to remain in Federal service until 
retirement, and have been assured that they may keep this insurance 
upon leaving the service. Under this bill, upon separation, arrange- 
ments could be made for conversion of insurance, but at higher cost, 
especially in cases where they have been members for many years. 
This bill permits members who have already left the service to keep 
their insurance at present cost. 

(c) A small percentage of members are commissioned officers or 
enlisted personnel of the Army or Air Force. Some have had this 
protection up to 24 years, and under this bill would be forced to lose it. 

(d) Asmall percentage of members reside in the Philippines, Hawaii, 
the Canal Zone, and so forth, and probably most of them are non- 
citizens. Some have had this protection for 24 years, and under this 
bill all would be forced to lose it. 

Through payment of dues by all members, the association has had 
funds available for payment of premiums to the underwriting insurance 
company, expenses of operation, and in addition has accumulated 
assets of about $3,270,000 for the protection of insurance of all mem- 
bers. It does not seem that under past representations to members, 
it would be morally right to use these assets for the protection of only 
members who have retired or otherwise become separated from the 
Federal service and at the same time make it impossible for all other 
members to continue their insurance. Furthermore, in advance of 
court decisions, there is serious doubt as to whether the association 
would have a legal right to do so. 

The purpose of this bill is undoubtedly intended to be beneficial to 
all employees in providing group life insurance at low cost. However, 
in establishing this problem it does not seem just to force some em- 
ployees to entirely lose insurance, or to suffer a material loss from it, 
after having paid hundreds of dollars dues through many past years. 

It appears that a large percentage of members now in Federal serv- 
ice will wish to drop present insurance after this bill becomes law. 
Therefore, additional liabilities in assuming all liabilities under exist- 
ing life insurance agreements of the association, rather than just those 
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pertaining to members retired or otherwise separated from Federal 
service, with members continuing payment of present dues, will be 
small, and will protect any member from being forced to lose much- 
needed insurance protection. It will enable the association to honor 
past representations to all members and not be involved in a possibly 
unauthorized transfer of assets to the fund. 

It is therefore suggested that section 10 (a) of this bill be changed 
by eliminating the final words— 


with its members retired or otherwise separated from the Federal service. 


Thank you, Mr. Chairman. 

The CHarrMan. Thank you, Mr. Kenyon. We appreciate the in- 
formation you have given us on this bill. 

The next witness is Mr. Leonard Lopez, assistant to the president 
of district No. 44, International Association of Machinists. 

Mr. Lopez, we are very happy to have your statement. 


STATEMENT OF LEONARD LOPEZ, ASSISTANT TO THE PRESIDENT 
OF DISTRICT NO. 44, INTERNATIONAL ASSOCIATION OF 
MACHINISTS 


Mr. Lopez. Mr. Chairman and members of the committee my 
name is Leonard Lopez. 1 am assistant to the president of district 
No. 44, International Association of Machinists. Our membership is 
composed of all members of the International Association of Machinists 
who are employed by the Federal Government throughout the con- 
tinental Unitad States, Alaska, Hawaiian Islands, and the Panama 
Canal Zone. 

Our union believes in and endorses the intent and idea of S. 3507, 
and we wish to compliment the chairman for the interest he displayed 
in introducing this bill. 

Since we endorse the idea and intent, and not the bill, it would be 
well to explain in some detail what we consider to be the shortcomings 
of the proposed legislation as it is now written. 

Legislation of this type is ot paramount importance to the future 
welfare of Federal employees and their families and therefore we call 
certain shortcomings to vour attention, and suggest amendments be 
made to strengthen the bill, which would still leave it far from being 
as liberal as it could be. 

| would call to your attention that proviso of S. 3507, page 2, line 7, 
which would permit the exclusion of “employees on the basis of the 
nature and type of employment or conditions pertaining thereto.” 
This would lead one to believe that anyone engaged in hazardous 
employment for the Government might be denied the benefits of the 
bill. 

And I might stray from the prepared statement to say that in most 
cases these would probably be the people that would need it most. 

If the bill is to be a true benefit to the employee, there should be no 
exclusions. To allow such a condition to exist would mean that the 
legislation was prejudiced and would be entirely out of place within 
the structure of the Federal Government employment field. 

The schedule in section 3 (a) stipulates the amount of insurance 
coverage that the employee shall be eligible to be insured for. While a 
maximum amount is written into the bill, I fail to find a single provision 
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as to whether an emplovee would be pe rmitted to apply f for a lesser 
amount, if such be his pe ‘rsonal needs or desires. The bill should be 
so amend led. 
A rain, in section 3 (b) the schedules for dismemberment insurance 
‘to be presc ribed by the Commission. While no one doubts that the 
C ommission would be fair in se tting up these schedules, nevertheless, 
there is a financial responsibility being placed upon the employee, 


and he shou i know what these sched iles are before buying the 

roduct. These schedules should be n bef 
produc t. ese schedules sho ild be made a part ot { the law before 
considering its acceptance in a final form. 


Section 5, lines 19 through 25 on page 5, and lines 1 through 7 on 
page 6 stipulates sa provision that no one in their right mind would 
subscribe to. Here we have the pinnacle of high-pressure salesman- 
ship. Every employee that would become eligible for such insurance 
“automatically becomes insured,’’ whether he likes it or not. The 
responsibility of ridding himself of the financial burden is placed 
entirely upon the individual employee, who may not agree to such a 


plan. 

Failing to give “written notice that he does not desire to be in- 
sured,’’ means that he may have to pay a “delivery charge” on a 
horse he does not intend to ride. This type of salesmanship is com- 


monly used in disposing of products through the mail. Most of us 
have no doubt been victims of this type of selling at one time or 
another. The seller sends you the goods and if you wish, you can 
remit the cost. If not, you are still burdened an the responsibility 
of taking time out in order to make a trip to the post office to return it. 

Again I would like to os from the text here to say that every time 
| have been approached by this method through the mails, 1 have 
changed my tactics, and in turn send a letter to the company and tell 
them I am contributing their cost of the product to a worthy orgariza- 
tion, and in that way have rid myself of a burden. 

Since this insurance coverage is supposed to be strictly on a volun- 
tary basis, it should definitely be left up to the employee to request 
such a benefit and not have the acceptance based on a negative 
approach. 

Then, in section 6 it 1s stipulated that when an employee is separated 
from service, or 12 months after discontinuance of his salary payment, 
whichever occurs first, he is subjected to another proviso, that of 
temporary extension of coverage and for conversion to an individual 
policy of life insurance. Just what his premiums will be after such 
conversion is left hanging in the air, and again the employee would 
find himself buying something that is not in existence, and when it 
does then materialize, might not be what he is looking for. 

To climax this nonexistence of benefits, he would lose his acci- 
dental death and dismemberment coverage, plus losing an additional 
2 percent at the end of each month after reaching the age of 65. This 
2-percent clause could result in finally depriving him of 75 percent 
of his coverage after having had to carry the financial burden for a 
100-percent coverage during the greater part of his Government 
employment. 

I would like to stray from the statement, again, Mr. Chairman, to 
give you a grassroot opinion of a couple of elderly Government em- 
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ployees in the District that I happened to have overheard in a public 
conveyance on the way to work one morning, at the time this particular 
legislation was given some publicity in the public press. When the 
two elderly ladies arrived to this particular clause, they themselves 
commented that, “Well, that wasn’t too bad; we’re only going to 
lose 25 percent of our coverage.’’ And I think this is one of the illu- 
sions some of the Government employees have at present. 

I can hardly see the benefit of carrying an insurance policy of this 
type unless one were intending to die before re aching the age of 65. 

It would also be well to give some consideration to the desires of 
the insured employee. It should be left up to him as to which insur- 
ance company he wishes to deal with in case of separat ion, which would 
result in a conversion to an individual policy. This is in no sense to 
be construed to mean that he would be limited to the 6 or 7 insurance 
companies that would qualify under section 7 of this bill. Any bona 
fide insurance company, or nonprofit employee insurance group, 
willing to assume the risk should be given consideration in this 
respect. 

While there seems to be little cause for objecting to section 9, 
nevertheless, in seeking protection of an insurance company it would 
be well that a policy certificate be issued in lieu of the recommended 
statement. In buying insurance coverage it is better to be aware of 
all the benefits and conditions pertaining thereto for the purposes of 
properly evaluating its true worth. What isn’t in writing and a part 
of the certificate allows itself to become problematical and a “pig in 
the poke.”’ 

The objections mentioned against section 9 could well be repeated 
in regards to section 10, plus the fact that here we have the case of 
former Federal Government employees who may have retired, or gone 
to work elsewhere, and continuing to carry their term insurance with 
nonprofit employee associations. They would be penalized by the 
enactment of this bill unless their rights and benefits are clearly 
spelled out in detail and made a part of the law before it is accepted. 

In closing, I wish to state that my previous remarks are not to be 
construed as coming from one who objects to the intent of the bill, 
but rather from a representative of an organization composed of only 
Federal Government employees, whose best interests we are dedicated 
to look out for and protect. 

If my suggestions are given due consideration and received in the 
manner in which they are given, I am sure the Federal Government 
employee will truly benefit by the deliberations of this committee in 
reviewing the proposed bill. 

I wish to thank the committee for having been permitted to offer 
testimony, and extend my personal thanks for your kind attention. 

Thank you. 

The CuarrMan. We thank you, Mr. Lopez. 

The next witness is J. Austin Latimer, legislative counsel of the 
National Association of Postmasters. 

Mr. Latimer, it is a privilege to have you before this committee. 
You had the pleasure of serving on it as an important part of it for 
many, many years. We will be glad to have your statement. 
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STATEMENT OF J. AUSTIN LATIMER, LEGISLATIVE COUNSEL, 
NATIONAL ASSOCIATION OF POSTMASTERS 


Mr. Larimer. Mr. Chairman, I appreciate that, and am honored 
to be here. 

Mr. Chairman and members of the committee, my name is J. Austin 
Latimer, legislative counsel of the National Association of P ostmasters. 
The National Association of Postmasters of the United States endorses 
enthusiastically and wholeheartedly the bill under consideration, 
S. 3507, including, of course, the amendments that have been suggested 
by Chairman Young, to be made a part of the bill. 

I congratulate you, Mr. Chairman, on having introduced such an 
excellent piece of legislation. 

The administration is also to be commended for its careful research 
into this subject, and the allied subjects of group hospitalization, and 
so forth, which I sincerely hope will be a matter of legislative introduc- 
tion at an early date, all of which in my opinion, are so attractive to 
Federal employees. But the voluntary, group life insurance plan 
embodied in 8. 3507 is particularly attractive to postmasters, of whom 
there are over 40,000 for the following reasons: 

The average age of a postmaster is higher than that of Govern- 
ment employees generally, yet the rate is not higher when the employee 
is older. 

The plan does not prevent an employee from entering any plan 
that his organization may maintain, nor of continuing his present 
insurance or buying additional insurance outside of a group plan. 

Because of Government participation and the lower rates due to 
group insurance, a postmaster can provide additional protection to his 
family at much lower rates than otherwise available. 

4. Even though all postmasters are, under present law, classified 
employees, serving without tenure of office and many are drawn from 
the career ranks, many postmasters in the past and no doubt in the 
future will come from the business and professional field. This volun- 
tary life-insurance feature will, in my opinion, be an added induce- 
ment to a person to leave the field in which he is employed, often at 
a higher compensation than he will receive as a postmaster, and render 
public service as a postmaster by reason of the fact that he can increase 
at little expense this additional protection to his family, which at nor- 
mal rates for his or her age, his income as a postmaster might make 
difficult. 

Now, Mr. Chairman, that is, I am afraid, a slightly involved para- 
graph, so may I just illustrate it in this manner: After having met all 
of the other necessary qualifications, through a competitive civil- 
service examination. Mr. X is determined to be the best person for 
postmaster by the Postmaster General, nominated by the President 
and confirmed by the Senate—of course I am referring to the first-, 
second-, and third-class offices. 

Mr. X is a business or professional person, and as a broad subject, 
that would include all types of business, including agriculture, and so 
forth. He is entering a position for the rest of his w orking life, not 
for a term of a few years, and he will naturally forego the continuance 
of his former profitable business. And the practic al question suggests 
itself to him: Would this more limited field of income—which it often 
will be—and, of course, what I am saying about postmasters applies 
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to all Government employees, and Members of Congress. He says, 
“Will I have the same opportunity to provide for my loved ones, 
either through the purchase of additional insurance or the building 
up of an additional estate?” 

I think this, though it is not a tremendous subject in itself, is a 
factor that may well enter the picture, which may enter into the secur- 
ing of that best person that we all want to find for this very important 
part of our Government service. 

The equal amount of accidental coverage, commonly referred 
to as a double-indemnity policy, makes the package even more at- 
tractive in this age of imminent danger in travel and otherwise. 

There are many other attractive features which I shall not refer 
to, as they have been developed so well here by others, such as the 
liberal privileges on retirement and dismemberment coverage. But 
I do want to simply sum up my statement by saying this: I think it 
is very encouraging to the proponents of this legislation that not a 
single witness has registered any objection to the principle involved. 

Second, there has come forth before this committee a long list of 
amendments, the majority of which have the appearance of merit. 
Time will not permit my discussing any of them. But I have so 
much confidence in this committee, with which I have worked for 
many years, and with the Congress of the United States, that I feel 
that these amendments will be properly evaluated and placed in the 
bill if, in your judgment, the bill will be strengthened by them. 

I want to close by saying this: I do not think we should be alarmed— 
and this is not critical of anything that has been said here today—by 
the term “term insurance.” Yes, this is term insurance, but I do not 
pose—and I listened to a great deal of testimony, with interest, from 
experts here this morning from insurance companies—I do not pose 
as an expert. I have no intimate knowledge of the insurance business, 
but I think term insurance is a very important part of insurance. 

I can recall, if I may be personal just for a moment, some years 
ago while with the Post Office Department when I had a great deal 
of traveling to do. I had passed that age when it Was easy to get 
insurance at a fairly reasonable rate. I took out a rather large term 
insurance policy, intending to only keep it in force during the work 
in which considerable peril was involved. As I told the agent, there 
was too much trouble to take out a policy every time I got on an 
airplane. I did convert that policy and still have it, I am very glad 
to say. It was a splendid investment, as well as a protection over a 
number of years. But I think we should keep in mind that this plan 
is term insurance, and not confuse it with the other very fine types 
of insurance which it should be no substitute for. 

I thank you, Mr. Chairman, for the privilege of speaking. 

The Cuarrman. Thank you, Mr. Latimer for that statement. 

I have statements submitted for the record from Jesse Horton, 
legislative representative of the National Association of Postal Super- 
visors; John W. Richardson, secretary-treasurer of the National 
Association of Post Office and General Services Maintenance Em- 
ployees; Samuel E. Klein, president, United National Association of 
Post Office Clerks; Harold McAvoy, National Association of Post 
Office and Postal Transportation Service Mail Handlers, Watchmen 
and Messengers. 
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Also, a letter from Senator Gore transmitting statement from Mr. 
Edward W. McCabe, chairman of the committee on legislation of 
the National Association of Internal Revenue Employees; and a 
letter from C. O. Henderson, president, Organization of Professional 
Employees of the Department of Agric ulture. 

The material referred to follows:) 


NATIONAL ASSOCIATION OF PosTAL SUPERVISORS, 
Washington, D. C., June 10, 1954. 
Statement in support of 8. 3507. 
Hon. CHAIRMAN AND MEMBERS, 
Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 


GENTLEMEN: The bill before you is in keeping with the trend in progressive 
private industry toward promoting good employee relationship through the media 
of sharing the cost of insurance and other employee benefits between employer 
and employee. Group insurance at low cost, which can be had at low cost only 
when extremely large numbers of employees are covered, is a splendid morale 
builder and should be a boon to thousands of postal and other Federal employees, 
many of whom carry inadequate life insurance. Their worries as to the financial 
future of their families would end 

President Eisenhower and his staff are to be commended for taking this forward 
step in proposing the plan to Congress and similar commendation is due the 
chairman of this committee, Senator Frank Carlson, for his cooperation in intro- 
lucing this bill which would place it into effect. 

We have one suggestion to offer. The bill provides that at age 65, the amount 
of insurance which an employee carries would be reduced by 2 percent a month 


( 


intil it is down to 25 percent of the original amount. Many employees do not 
retire at or before age 65, but with normal health continue in service for a few 
years, some of them until they reach the mandatory retirement age of 70 years. 


Their family responsibilitie s undergo little change at the arbitrary age of 65, so 
long as they continue on their job, and we feel that the reduction in insurance 
should not begin until they retire on annuity. 

We, therefore, recommend that the language of the bill beginning with page 4 
line 1, be changed to read as follows: 

‘* * * later of (1) the date the employee retires on an immediate annuity, 
2) the date the employee attains age sixty-five, or (3) one year after the date he 
shall first become insured under this Act * * *” 

With this suggestion, the National Association of Postal Supervisors gives its 
full support and endorsement to this meritorious bill, 8. 3507, and urges its enact- 
ment into law 

Sincerely, 
J. V. Horron, 
Legislative Representative. 


NATIONAL ASSOCIATION OF Post OFFICE AND 
GENERAL SERVICES MAINTENANCE EMPLOYEES, 
Washington, D. C., June 11, 1954. 
Statement in support of S. 3507. 


Hon. CHAIRMAN AND MEMBERS, 
Committee on Post Office and Civil Se oe 
United States Senate, Washington, D. 


Dear Senators: 8. 3507, which is under eat ration by your committee, is 
a bill to provide group life insurance to civilian officers and employees in the 
Federal service who wish to participate. 

A large number of the employees we represent are in the lower salary bracket, 
and many of them are not in a position to carry much life insurance due to the 
high premiums. We feel, and believe, that there is a great need of life insurance 
for these employees at a premium low enough so they may participate. 8. 3507 
will provide the necessary life insurance for these employees at a very reasonable 
premium. 

President Eisenhower and his staff are to be commended for proposing the 
insurance plan to Congress, and similar praise is extended to Senator Frank 
Carlson, chairman of this committee, in introducing 8. 3507. 
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Participation in the provisions of 8. 3507 is optional with the employees, there- 
fore, our association goes on record as supporting such a measure, and urges its 
enactment into law. 

Sincerely, 
Joun W. RicHARDSON, 
Secretary- Treasurer 


STATEMENT OF SAMUEL E. KLEIN, PRESIDENT OF THE UNITED NATIONAL 
ASSOCIATION OF Post Orricr CLERKS 


Ir. Chairman and members of the committee, my name is Samuel E. Klein. 
I am president and legislative representative of the United National Association 
of Post Office Clerks. Our association was chartered in 1882. Ours is an inde- 
pendent union, unaffiliated with any outside labor group and is owned and 
operated by postal employees. 

I want to personally thank you, Mr. Chairman and the members of this com- 
mittee, for this opportunity to express the views of our members on this vital 
subject. 

The bill, 8. 3507, introduced by the distinguished chairman of this committee, 
merits the wholehearted endorsement of our association. President Eisenhower 
very ably stated in his special message to the Congress on this subject that this 
plan would be especially advantageous to the Government and its personnel, in 
that it would provide to employees low-cost life-insurance protection to carry 
out their responsibilities to their families; secondly, the President stated it is 
part of a development program that applies to Government service the best prac- 
tices of progressive private employment. 

We believe that the features of the bill to continue the insurance of an employee 
who retires from the Government service at no further cost to him a most note- 
worthy feature of the plan. An employee, when he is about to retire, must look 
forward to his annuity to cover all of his incidental expenses, which, in most in- 
stances, includes payments on insurance premiuns and with the cost of living still 
being at a high peak, this protection at no cost to the prospective retiree is very 
commendable and will tend to relieve him of additional financial burdens. How- 
ever, it is suggested that the reduction feature of the face value of the policy, 
which would begin at age 65, according to the bill, be amended to take effect upon 
the compulsory retirement age of the individual in the agency in which employed. 

It is further suggested that insofar as postal employees are concerned language 
be spelled out in the bill to include the coverage of classified substitutes and in- 
definite employees in the postal service who are employed full time, but are not 
regular per annum employees. 

In attending the various State conventions of our association since the Presi- 
dent’s message and the introduction of this bill by Senator Carlson, I have ob- 
served keen interest with respect to this matter. Numerous of our members have 
questioned me as to whether there was a possibility of this bill being enacted into 
law and urged that we make every effort to expedite its enactment. 

I wish to reiterate that we fully endorse the bill S. 3507 and at this time I also 
wish to commend the chairman of this distinguished committee for scheduling 
early hearings on this proposed legislation. 

I sincerely urge that this bill be reported out to the full Senate at the earliest 
practicable date. 





STATEMENT OF Haro_tp McAvoy, NATIONAL PRESIDENT, NATIONAL ASSOCIATION 
oF Post OFrFicE AND PostTaL TRANSPORTATION SERVICE Matt HANDLERS, 
WATCHMEN, AND MESSENGERS 


Mr. Chairman and members of the committee, my name is Harold McAvoy, 
national president of the National Association of Post Office and Postal Trans- 
portation Service Mail Handlers, Watchmen, and Messengers. We are part of 
the American Federation of Labor and the Government Employees’ Council. 

Before I go any further, Mr. Chairman, I would like to thank you and your 
committee for allowing me to appear before you and present our views on the bill 
before the committee, 8. 3507. 

We would like to go on record in principle, as endorsing S. 3507. We feel that 
a bill of this nature is long overdue. The amount of life insurance for which an 
employee would be eligible is stated in section 3. In respect to our group, who in 
salary are over the $3,000 range, our people would be able to seek out a policy 
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covering $4,000. The cost to the employee would be $6.50 per year. The total 
cost would be $13 per year, but the Government will pay an equal share. This 
part of section 3 we fully approve. Under the bill each employee will be furnished 
with insurance unless he advises the Commission he does not wish to become part 
of this program. Payments for insurance shall be withheld from the salary of the 
employee. If death occurs through accidental means, the amount of insurance 
would be doubled. Dismemberment insurance would also be provided. Again, 
I would like to say, we fully approve of the above. 

Section 4 would establish an order of precedence for paying death claims. It 
is the same as contained in the Civil Service Retirement Act for lump-sum death 
benefits and has proved satisfactory in the past in settlement of claims. Again, 
we approve of section 4. 

Section 6 would provide for the termination of insurance when the employee 
is separated from the service, except in the case of an employee retiring on an 
immediate annuity with at least 15 years of creditable civilian service. In that 
event, his life insurance only would be continued without further cost to him, but 
would be subject to the same reduction after age 65, as provided in section 3, for 
active employees. Section 6 meets with our full approval. 

In closing, gentlemen, our organization would, as I stated when I first started 
go on record as endorsing 8. 3507 in principle. 

Thank you for the privilege of appearing before you. 





Unitep Stratres SENATE, 
CoMMITTEE ON PusLic Works, 
June 11, 1954. 
Senator Frank CARLSON, 
Chairman, Post Office and Civil Service Committee, 
United States Senate, Washington 25, D. C. 

Dear Senator Carson: Enclosed is a brief statement by Mr. Edward W. 
McCabe, chairman of the committee on legislation of the National Association of 
Internal Revenue Employees, regarding 8. 3507. 

It will be appreciated if this statement can be submitted for the consideration 
of the Post Office and Civil Service Committee and made a part of the record. 

Sincerely yours, 
ALBERT GORE. 


STATEMENT OF Epwarp W. McCase, CHAIRMAN, COMMITTEE ON LEGISLATION, 
NATIONAL ASSOCIATION OF INTERNAL REVENUE EMPLOYEES 


Hon. Chairman Frank Carlson, I am Edward W. McCabe, chairman of the 
committee on legislation of the National Association of Internal Revenue Em- 
ployees. Our association has over 21,000 active members and is an independent 
employee group. 

In behalf of our association I wish to strongly endorse bill 8. 3507, a bill to 
authorize the Civil Service Commission to make available life insurance for civilian 
officers and employees in the Federal service. 

The chairman of this committee is to be commended for the farsighted legis- 
lative bill he has introduced. It is a measure long needed. 

The provisions of 5. 3507 are generally acceptable; however, it is believed some 
provision should be made for an election to take insurance in multiples of $1,000 
by salaried employees below $5,000 annually. Many employees, especially female 
employees with no dependents and in many instances with no near relatives, 
would like to have the privilege of taking only $1,000 worth of life insurance. 
It is recommended that this committee give consideration to the adoption of an 
amendment of this nature to allow an election by this class of employees in case 
they do not desire to take the full amount of insurance available to them. 

Again I would like to thank the committee chairman and urge that this com- 
mittee favorably report this bill to the Senate. 
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THE ORGANIZATION OF PROFESSIONAL EMPLOYEES OF THE 
UNITED STATES DEPARTMENT OF AGRICULTURE, 
Washington, D. C., June 11, 1954. 
Hon. FRANK CARLSON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 


Dear SENATOR CARLSON: We regret that we are unable to appear in person to 
testify in behalf of the bill, S. 3507, to authorize the Civil Service Commission to 
make available group life insurance for civilian officers and employees in the 
Federal service, and for other purposes. We would appreciate having this letter 
placed in the record in lieu of oral testimony. 

The Organization of Professional Employees of the Department of Agriculture 
have considered this bill carefully and wish to go on record as heartily endorsing 
it. We hope that action on it may be expedited so that the bill may be enacted 
into law during the present session. 

This is a phase of personnel administration in which the Federal Government has 
lagged behind progressive private employers. Provision of such life insurance 
at reasonable cost will be an added factor, we believe, tending to stabilize the 
employment of professional, scientific, and administrative personnel in the 
Federal service. We believe it will also make easier the recruiting of the most 
highly qualified personnel. It is very desirable that only highly qualified per- 
sonnel be recruited for the programs of the Department which will be made possible 
by the proposed appropriations for this purpose. 

It is our understanding that in private employment, the employer usually meets 
at least half the cost of such group insurance plans and in some instances the 
whole cost. If the Congress sees fit to do so, it is suggested that the insurunce 
to be provided under 8S. 3507 be paid for on a matching basis by Government 
and employees. This would make the plan more attractive for younger employees, 
particularly those below age 30, who can obtain term insurance at or below the 
maximum figure shown in the bill from any of a number of substantial companies, 
with the privilege of keeping the insurance after they leave Federal employment. 

Sincerely yours, 
C. O. HenpErson, President. 


The CuarrMan. Are there any further witnesses? 

Mr. Aurrep F. Berrer (National Customs Service). Mr. Chair- 
man, I desire to submit a statement at a laterdate. I propose to send 
some questions to Mr. Irons here. 

The CuarrMAN. Your statement will be made a part of the record. 

(The statement of Mr. Beiter follows:) 


STATEMENT OF ALFRED F. BertErR, NATIONAL PRESIDENT OF THE NATIONAL 
CustToMs SERVICE ASSOCIATION 


Mr. Chairman and members of the committee, my name is Alfred F. Beiter, 
national president of the National Customs Service Association, and I appear 
here today as the spokesman for some 7,000 United States Customs employees. 

S. 3507 is designed to provide low cost insurance protection and it seems to meet 
that objective during the period of employment but if that is all it provides, is 
that enough to make the legislation worth while? If the bill does provide life 
insurance after retirement and after age 65 without cost to the retired person even 
at the reduced face value, then I think the proposal is worth while. If the bill is 
intended to make these provisions effective it should be revised to make that clear. 
Some conditions circumscribing the conditions of converting to individual policies 
of life insurance should be stated in the bill and not left to administrative Civil 
Service Commission discretion. If the bill is intended to provide protection after 
retirement and after age 65 the rate of decrease in the face value is too drastic 
(2 percent per month) and it reduces to too small a percentage of the original 
face value. 

The rate of reduction of the face value should not be more than 1 percent per 
month or 2 percent per quarter and that the final face value of the life insurance 
should not go below 40 or 50 percent of the original face value of the life insurance 
even if that would result in somewhat increased costs to the employees. A thing 
that should be considered is that employees will be carrying this insurance during 
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period when other insurance could be secured at favorable rates. If this cuts 
off after retirement or is reduced too drastically in face value, the retired people 
ll find it difficult, in some cases to secure protection and in any event they will 


find it expensive 
Employees of the Treasury Department can now secure life insurance with 
double indemnity at the rate of $12 per vear per $1,000 if the insurance is issued 
prior to age 35. At advanced ages the monthly rate is the same but the face 
lue is less. This insurance can be carried by the individual employees after 
retirement without inerease in cost and without diminishing the face value. 
The Treasury Department Beneficial Associetion in Washington has had to do 
the selling job om this insurance and the employees make their premium pay- 
ents direct to them. Initially many employees over age 35 will be covered if 
this ra is enacted, but in the long run more than 90 percent of the policyholders 
vill t the insurance prior to age 35 


ae ( ‘hairinah, I have requested Mr. Warren B. Irons, Director, Bureau of 
Departmental Operations, to answer several questions raised by members of our 
association concerning section 6 of 8. 3507 and with your permission I would 
like to make my lette: to him and his reply a part of my statement. 


NATIONAL Customs SERVICE ASSOCIATION, 
Chevy Chase, Md. 
Mr. WarREN B. Irons, 
Director. Bureau of Departmental Operations, 
Civil Service Commission, Washington, D. C. 


Dear Mr. Irons: You will recall duiing the course of the hearings on S. 3507 
this morning, I submitted several questions to vou concerning certain provisions 
of the bill. You suggested that if I submitted the questions to you in the form 
of a memorandum you would be happy to give me the benefit of your views. 

The points we desire to have commented upon are as follows: 

Section 4 provides the method of determining to whom the insurance shall be 
paid in case of death of the employee. Note that this section repeatedly uses the 
term ‘“‘employee.’’ This would seem to indicate there is no insurance to be paid 
on a former employee or a retired person. As pointed out below, the desirability 
of this bill, to a large degree, turns on the question, Does the insurance terminate 
with the termination of employment? 

Section 6 seems to provide that 

(1) Each policy shall contain a provision, approved by the Civil Service Com- 
mission, for the conversion to an individual policy of life insurance only for em- 
ployees who leave the service without retiring on an immediate annuity; and 

2) An employee with 15 or more years of creditable civilian service who retired 
on an immediate annuity will have, without cost to him, only life insurance from 
the time of retirement until age 65; and 

(3) The face value of the life insurance of retired employees shall be reduced 

percent per month after 65 but it cannot be reduced below 25 percent of the 
original face value 

The questions of coverage are: 

1. Does the life insurance remain in effect (as indicated by No. 3 just above) 
after age 65 of an employee who has retired on an immediate annuity either 
before, at, or after attaining age 65? 

2. If the answer to the previous question is ‘‘Yes,’’ does the life insurance con- 
tinue in effect without cost to the retired employee after age 65? 

3. If the answer to No. 1 above is “Yes,’’ what provision shall be made for 
determining the order of payment to the survivors of the retired employee? 
(Note in this connection section 4 of the bill.) 

4. If the answer to No. | above is ‘‘No”’ is it only the employee who leaves the 
service without retiring on an immediate annuity that will have the privilege of 
converting to an individual life insurance policy’ 

I know of your interest in the welfare of the Government employee and that is 
the reason I am asking you for your comments on the above questions. 

Very truly yours, 


A_rrRep F. BerIrTeEr, 
National President. 
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Unitep States Crvit Service Commission, 
BurREAU OF DEPARTMENTAL OPERATIONS, 
Washington 25, D. C. 
Mr. Aurrep T. BEITER, 
National Customs Service Association, 


Chevy Chase, Md. 


Dear Mr. Beiter: I am sorry I have not had an opportunity to reply to your 
letter of June 11 before this afternoon. I have been working with the staff of the 
Senate Post Office and Civil Service Committee in an effort to analyze the various 
recommendations made by the employee organizations. I shail try to answer 
your questions to the best of my ability. 

1. Although the term “employee”’ is used frequently throughout the bill, that 
term is used in its broadest sense to include not only an employee on active duty, 
but a former employee now on the retired rolls. 

2. The group insurance terminates with the termination of employment. If 
at the time of termination of employment the individual has had 15 or more years 
of civilian service and retired on an immediate annuity, or if he does retire on an 
annuity for reasons of disability, he is entitled—without cost to him—to the life 
insurance from that time forward. The full amount is continued until he is age 
65. Beginning on that date the protection drops at the rate of 2 percent for each 
month down to a minimum of 25 percent of the original face value. 

If the employee leaves the Government service and is not entitled to an im- 
mediate annuity he has the privilege of purchasing from the life-insurance company 
an individual policy of his own choice (other than term) at regular premium rates, 
without physical examination. There would be no extra charge because of his 
possible lack of insurability. 

I think this answers your questions. If I have failed to do it in my hurry to get 
this letter off to you, just give me a ring on the telephone. 

Sincerely yours, 
WarrEN B. Irons, Director. 

I wish to thank the committee for having been permitted to offer testimony, 
and extend my personal thanks for your kind attention. 


The CHarrMaNn. If there are no further witnesses, the hearing is 
now concluded. 

(Whereupon, at 12:15, the committee adjourned, to reconvene at 
the call of the chairman.) 

(The following was later submitted for the record:) 


Roserts & McINNIs, 
Washington, D. C., June 15, 1954. 
Re 8. 3507, insurance for Government employees. 
Senator Frank CARLSON, 
Chairman, Post Office and Civil Service Committee, 
Senate Office Building, Washington, D. C. 

Drar SENATOR Caruson: I have been asked by the national officers of the 
National Association of United States Storekeeper-Gagers to register with you 
as chairman of the Post Office and Civil Service Committee our organization’s 
endorsement of Senate bill 3507 to provide for certain insurance benefits to 
Government employees and to express to you our hope that the bill will receive 
favorable consideration at the present session of Congress. 

For your information, storekeeper-gagers are employees of the Alcohol and 
Tobacco Tax Division of the Internal Revenue Service. Their job duties are 
performed for the most part at distilleries and wineries operated by private 
industry. The availability of low-cost insurance will be an important incentive 
to storekeeper-gagers whose pay scales are in no sense commensurate with the 
responsibilities of their positions, to resist the attractions of private industry 
and continue in Government service. 

Very truly yours, 
Roserts & McINNIs, 
By WARREN Woops, 
Counsel for National Association of United States Storekeeper-Gagers. 





